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Background 

The  Office  of  the  Comptroller  of  the  Currency  (OCC)  was 
established  in  1863  as  a  bureau  of  the  Department  of  the 
Treasury.  The  OCC  is  headed  by  the  Comptroller  who  is 
appointed  by  the  President,  with  the  advice  and  consent  of 
the  Senate,  for  a  5-year  term. 

The  OCC  regulates  national  banks  by  its  power  to: 

•  Examine  the  banks: 

•  Approve  or  deny  applications  for  new  charters, 
branches,  capital  or  other  changes  in  corporate  or 
banking  structure: 

•  Take  supervisory  actions  against  banks  that  do  not 
conform  to  laws  and  regulations  or  which  other¬ 
wise  engage  in  unsound  banking  practices,  in¬ 
cluding  removal  of  officers,  negotiation  of 
agreements  to  change  existing  banking  practices, 
and  issuance  of  cease  and  desist  orders;  and 

•  Issue  rules  and  regulations  concerning  banking 
practices  and  governing  bank  lending  and  invest¬ 
ment  practices  and  corporate  structure. 

The  OCC  divides  the  United  States  into  six  geographical 
districts,  with  each  headed  by  a  Deputy  Comptroller. 

The  Office  is  funded  through  assessments  on  the  assets 


The  Comptroller 

Eugene  A  Ludwig  took  the  oath  of  office  on  April  5, 
1993,  as  the  27th  Comptroller  of  the  Currency. 

By  statute,  the  Comptroller  serves  a  concurrent  term  as 
Director  of  the  Federal  Deposit  Insurance  Corporation 
and  the  Neighborhood  Reinvestment  Corporation.  The 
Comptroller  also  serves  as  a  member  of  the  Federal 
Financial  Institutions  Examination  Council. 

Mr  Ludwig  joined  the  OCC  from  the  law  firm  of 
Covington  and  Burling  in  Washington,  D.C.,  where  he 
was  a  partner  beginning  in  1981.  He  specialized  in 
intellectual  property  law,  banking,  and  international 
trade.  He  has  written  numerous  articles  on  banking  and 
finance  for  scholarly  journals  and  trade  publications, 
and  served  as  a  guest  lecturer  at  Yale  and  Harvard  Law 
Schools  and  Georgetown  University's  International  Law 
Institute. 

Mr.  Ludwig  grew  up  in  York,  Pennsylvania,  where  he 
attended  York  Suburban  High  School.  He  earned  a  B.A 
magna  cum  laude  from  Haverford  College  in  Pennsyl¬ 
vania.  He  received  a  Keasbey  scholarship  to  attend 
Oxford  University,  where  he  studied  politics,  philoso¬ 
phy,  and  economics  and  earned  a  B.A.  and  M.A.  He 
holds  an  LL.B.  from  Yale  University,  where  he  served  as 
editor  of  the  Yale  Law  Journal  and  chairman  of  Yale 
Legislative  Services. 
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Operations  of  National  Banks 


National  banks  earned  record  profits  in  the  third  quarter 
of  1 993,  and  total  loan  volume  increased  for  the  second 
consecutive  quarter.  Preliminary  third  quarter  1993 
operating  results  of  3,387  national  banks  indicate  that 
the  strength  in  earnings  remains  widespread,  as 
quarterly  net  income  before  extraordinary  items  was  at 
either  record  or  near-record  levels  for  all  regions  of  the 
country  and  size  groups.  Loan  volume  increased  for  all 
three  major  types  of  loans  —  real  estate,  commercial 
and  industrial,  and  consumer.  The  few  remaining  in¬ 
dicators  of  weak  performance  were  found  in  the  West. 

Profits  at  Record  Levels 

National  banks  reported  aggregate  profits  of  $6.92 
billion  in  the  third  quarter  of  1993,  $0.72  billion  higher 
than  second  quarter  earnings.  Third  quarter  profits 
were  $0.60  billion  higher  than  the  previous  record, 
which  was  set  in  the  first  quarter  of  the  year,  when 
national  bank  profits  were  boosted  by  extraordinary 
income  of  $1.51  billion  due  to  one-time  accounting 
changes.  National  bank  earnings  through  the  first  three 
quarters  of  1 993  exceed  last  year’s  annual  record  earn¬ 
ings  of  $17.39  billion.  Increases  in  noninterest  and  net 
interest  income  and  lower  provisions  for  loan  losses 
were  the  primary  factors  driving  the  increase  in 
profitability. 

Quarterly  net  income 

$  Billions 


1989  1990  1991  1992  1993 

Source:  quarterly  call  reports 

Noninterest  income  increased  to  $11.86  billion  in  the 
third  quarter  from  $1 1 .42  billion  in  the  second  quarter. 
Noninterest  income  has  risen  for  banks  in  all  size 
groups,  but  the  largest  increase  has  been  for  banks 
with  assets  over  $1  billion.  Rising  fee  income  has  been 
the  biggest  source  of  the  increase  in  noninterest  in¬ 
come. 


Quarterly  noninterest  income 


$  Billions 
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Source:  quarterly  call  reports 

Net  interest  income  increased  to  $20.81  billion  in  the 
third  quarter  from  $20.29  billion  in  the  second  quarter. 
The  quarterly  net  interest  margin  rose  1  basis  point  to 
4.10  percent.  The  net  interest  margin  averaged  4.06 
percent  over  the  last  six  quarters,  compared  to  3.58 
percent  over  the  preceding  12  quarters. 

Provisions  for  loan  and  lease  losses  fell  to  $2.12  billion 
in  the  third  quarter  from  $2.21  billion  in  the  second 
quarter.  Third  quarter  provisions  were  just  over  one-half 
of  the  quarterly  provisions  of  $4.21  billion  one  year  ago. 

Through  the  third  quarter  of  1993,  5.4  percent  of  all 
national  banks  reported  losses  for  the  first  three 
quarters  of  the  year,  down  from  7.7  percent  for  the  first 
three  quarters  of  1992.  The  West  —  with  16.5  percent 
of  all  national  banks  reporting  year-to-date  losses  — 
was  the  only  region  in  which  the  percentage  of  banks 
with  losses  was  significantly  higher  than  the  national 
average.  Even  in  the  West,  however,  that  percentage 
was  down  from  the  previous  quarter. 

Assets  and  Loans  Grow 

Total  national  bank  assets  rose  by  $46.6  billion  to  a 
record  $2.06  trillion  in  the  quarter,  fueled  by  a  $29.9 
billion  increase  in  loans  and  a  $9.7  billion  increase  in 
investment  securities. 

For  the  first  time  since  the  second  half  of  1989,  loan 
volume  increased  in  consecutive  quarters.  All  three 
maior  categories  of  loans  increased  for  the  second 
consecutive  quarter.  Consumer  loans  grew  $10.6  bil- 
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lion,  real  estate  loans  $9.3  billion,  and  commercial  and 
industrial  loans  $2.7  billion 

Total  assets 

$  Billions 
-  2,200 

2,100 


1,800 
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Source  quarterly  call  reports 
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Noncurrent  loans  to  loans 


1989  1990  1991  1992  1993 

Source  quarterly  call  reports 

The  noncurrent  loan  ratios  for  all  loans  and  for  real 
estate  loans  fell  or  was  unchanged  for  all  regions  of  the 
country  and  all  size  groups. 

The  auarterly  loan  loss  ratios  for  all  loans  and  for  real 
estate  loans  fell  in  the  third  quarter;  both  were  at  their 
iowest  since  1988. 

Capital  Ratios  Rise  Again 

National  banks  once  again  used  their  strong  earnings 
to  build  capital  in  the  third  quarter  of  1993. 

Total  equity  capital  rose  $4.8  billion  in  the  third  quarter, 
increasing  the  ratio  of  equity  capital  to  assets  by  6  basis 
points  to  7.80  percent.  However,  that  was  the  smallest 
basis  point  rise  since  the  third  quarter  of  1991 . 


Source  quarterly  call  reports 

Total  national  bank  assets  and  loan  volume  rose  in 
every  region,  and  all  three  major  categories  of  loans 
increased  in  every  region,  with  the  exception  of  com¬ 
mercial  and  industrial  loans  in  the  West. 

Credit  Quality  Continues  to  Improve 

Aggregate  indicators  of  credit  quality  continued  to 
show  improvement  last  quarter,  in  the  third  quarter,  total 
noncurrent  loans  fell  $2.9  billion,  and  the  ratio  of  non- 
current  loans  to  loans  fell  to  2.6  percent  from  2.9  per¬ 
cent  at  the  end  of  the  second  quarter.  The  real  estate 
noncurrent  loan  ratio  fell  to  3.7  percent  from  4.0  per¬ 
cent 


Leverage  capital  ratio  % 
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Source  quarterly  call  reports 


Regulatory  capital  ratios  also  improved  in  the  third 
quarter,  as  the  aggregate  risk-based  capital  ratio  rose 
17  basis  points  to  12.42  percent  and  the  aggregate 
leverage  ratio  increased  8  basis  points  to  7.32  percent. 


Richard  Nisenson 

Regulatory  and  Statistical  Analysis 


Data  Note:  Broader  Definition  of 
“National  Bank” 


Beginning  with  this  issue  of  the  Quarterly  Journal,  the 
Regulatory  and  Statistical  Analysis  Division  of  the  OCC 
will  use  a  broader  definition  of  "national  bank"  in  the 
report  and  statistical  tables  summarizing  the  opera¬ 
tions  of  national  banks  This  information  now  covers  the 


performance  and  condition  of  all  FDIC-insured  banks 
chartered  by  the  OCC,  including  FDIC-insured  com¬ 
mercial  banks,  trust  companies  without  deposits,  non¬ 
bank  banks,  and  credit  card  banks.  OCC-chartered 
institutions  not  insured  by  the  FDIC  are  still  not  in¬ 
cluded.  Previously,  we  reported  only  on  FDIC-insured, 
OCC-chartered  commercial  banks. 

All  historical  statistics  reported  in  this  issue  are  restated 
under  the  new,  broader  definition.  The  new  definition 
adds  no  more  than  12  national  banks  in  any  quarter 
over  the  last  six  years.  Moreover,  because  the  addition¬ 
al  banks  are  relatively  small,  the  change  of  definition 
has  only  a  minor  effect  on  aggregate  national  bank 
statistics  and  none  at  all  on  historical  trends.  For  ex¬ 
ample,  the  change  of  definition  alters  national  bank 
earnings  for  the  second  quarter  of  1993  by  about  1 
percent,  total  bank  assets  by  considerably  less  than  1 
percent,  and  annualized  quarterly  return  on  equity  by 
about  15  basis  points. 
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Aggregate  performance  data  for  national  banks 
(Data  through  third  quarter  of  each  year) 


1988 

1989 

1990 

1991 

1992 

1993 

Industry  Structure 

Number  of  banks 

4,387 

4,212 

4  018 

3,870 

3  652 

3  387 

Number  of  banks  with  losses 

732 

594 

573 

545 

282 

182 

Number  of  failed/assisted  banks 

73 

87 

88 

35 

18 

21 

Income  Statement  ($  Billions) 

Year-to-Date 

Net  income 

9  87 

10  39 

7  38 

7  02 

13  1 1 

19  27 

Net  interest  income 

46  19 

50  20 

50  44 

52  56 

57  04 

60  49 

Noninterest  income 

20  37 

23  74 

25  52 

26  59 

29  90 

33  75 

Noninterest  expense 

45.21 

48  70 

51  60 

54  78 

57  80 

61  99 

Loan  loss  provision 

763 

10  58 

13.72 

15  45 

12  15 

7  05 

Securities  gams,  net 

0  26 

0.31 

0  14 

0  95 

1  84 

1  37 

Extraordinary  income  net 

0  27 

0.31 

0  10 

0  72 

0  24 

1  59 

Net  loan  loss 

9  12 

889 

13  74 

15  43 

11.73 

7  32 

Third  Quarter 

Net  income 

2  95 

1.81 

1  41 

1.69 

4  68 

6  93 

Net  interest  income 

15  97 

16  79 

17  05 

1828 

20  09 

20  81 

Noninterest  income 

6  93 

8  34 

8  52 

9  09 

10  40 

11.86 

Noninterest  expense 

15.51 

16.71 

17.63 

1943 

20.19 

20  75 

Loan  loss  provision 

301 

5.37 

5  49 

5.79 

4.21 

2.12 

Securities  gams,  net 

-0  02 

0  19 

002 

0.44 

0.79 

0  54 

Extraordinary  income,  net 

0  10 

0  04 

002 

0.09 

0.07 

0  03 

Net  loan  loss 

3  28 

3  21 

3  95 

5  74 

4,44 

2  23 

Performance  Ratios  (%) 

Year-to-Date 

Return  on  equity 

12  86 

12  47 

8  47 

7.67 

13  30 

17  04 

Return  on  assets . 

0  74 

0  74 

050 

0  48 

091 

1.29 

Net  interest  margin 

3  45 

3  56 

3  44 

3.57 

3  95 

4  04 

Loss  provision  to  loans 

090 

1  16 

1  45 

1  66 

1  38 

0  79 

Net  loan  loss  to  loans 

1  07 

0  98 

1  46 

1  66 

1.33 

082 

Noncurrent  loans  to  loans 

3  59 

3  28 

3  70 

4  23 

3  73 

256 

Loss  reserves  to  loans 

2  76 

2  46 

2  50 

2  66 

281 

263 

Loss  reserves  to  noncurrent  loans 

76  92 

74  93 

67  66 

62  90 

75.26 

102  88 

Loans  to  assets 

64  03 

64  97 

64  59 

62.05 

60.57 

60  05 

Loans  to  deposits . 

84  54 

86.37 

83  78 

79.30 

78.69 

79  97 

Equity  to  assets 

5  84 

595 

6  06 

6.30 

7.13 

7  80 

Estimated  leverage  ratio  . 

N/A 

N/A 

5  78 

6.10 

6  74 

7  32 

Estimated  risk-based  capital  ratio 

N/A 

N/A 

8  66 

981 

11  19 

12  42 

Note  1993  data  are  preliminary. 

Regulatory  and  Statistical  Analysis  (12/06/93) 
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Balance  Sheet  ($  Billions) 

Assets 

Loans 

Real  estate  (RE) 

Commercial  and  industrial  (C&l) 
Consumer  (cnsmr) 

Noncurrent  loans  . 

Noncurrent  RE  loans 
Noncurrent  C&l  loans  . 
Noncurrent  cnsmr  loans 
Other  real  estate  owned 

Investment  securities . 

Total  liabilities . 

Total  deposits . 

Domestic  deposits 
Loan  loss  reserve 
Equity  capital 
Total  capital . 

Balance  Sheet  Changes  ($  Billions) 

Year-to-Date  Changes 

Assets . 

Loans  . 

Noncurrent  loans 
Other  real  estate  owned 
Investment  securities 
Total  liabilities  .  .  . 

Total  deposits 
Loan  loss  reserve 
Equity  capital 

Total  capital . 

Third  Quarter  Changes: 

Assets . 

Loans  . 

Noncurrent  loans 
Other  real  estate  owned 
Investment  securities 
Total  liabilities 

Total  deposits . 

Loan  loss  reserve 
Equity  capital  .  .  .  . 

Total  capital . 

Note  1993  data  are  preliminary 
Regulatory  and  Statistical  Analysis 


Aggregate  condition  data  for  national  banks 
(Data  through  third  quarter  of  each  year) 


1988 


1989 


1990 


1991 


1.818.99 
1,164  65 
397  49 
369.13 
229  42 
41  84 
13  23 
15.02 
2.56 
8  12 
273  44 
1.712  76 
1,377  62 
1,179  33 
32  18 
106.15 
N/A 


1  923.39 

1.249  54 
454  99 
386.75 
245.10 

41.02 
14.22 
14.31 
286 
7  99 
291.57 
1 .808  88 
1 ,446  66 

1.250  51 
30.74 

1 14  43 
N/A 


1  982  82 
1  280  69 
498  16 
387  80 
240.37 
47.35 
21  88 
15  65 
0  24 
12  64 
315.06 
1 .862  66 
1,528  60 
1 ,324  00 
32  04 
120  09 
144.98 


1 ,995  51 
1.238  32 
502  52 
356.73 
232  52 
52  36 
28  03 
17  17 
336 
17  11 
344.21 
1,869  71 
1,561  63 
1,372.25 
32  93 
125  81 
153  22 


45  91 
49  32 
-0  24 
1  93 
0  81 
39  76 
26  88 
-0.09 
6.15 
N/A 


73  75 
62.06 
4  94 
1  25 
16.24 
67.70 
28.76 
0  84 
6  05 
N/A 


3  26 
6  58 
6  34 
3.42 
20.58 
-2  90 
22.98 
-0  40 
6  16 
N/A 


8  04 
-40.27 
0  52 
2  66 
31.27 

2  46 

3  07 
-1  29 

5  58 
3  79 


18  26 
12  36 
1  01 
0  78 

2  15 
14  94 
17.28 
-0  12 

3  31 
N/A 


26  88 
27.69 
1.95 
0  42 
7.05 
26  41 
13.55 
2  16 
048 
N/A 


-0  53 
10  89 
3  66 
1  93 
3.01 
-0  98 
7  45 
1  59 
0  44 
0.55 


31.01 
-11  20 
-2.37 
-0  37 
15.16 
29.18 
26.79 
-0  17 
1.84 
1  05 


2/06/93) 


1992 

1993 

1  979  50 

2  060  45 

1.199  08 

1,237  36 

500  09 

512  55 

333  05 

338  66 

227  57 

241  19 

44  78 

31  64 

25  04 

18  71 

13.33 

7  89 

3.27 

309 

18  68 

13  05 

394  98 

430  56 

1.838.26 

1 .899  64 

1.523  74 

1,547.33 

1.333  10 

1,336  22 

33  70 

32  55 

141.23 

160  80 

169  29 

192  36 

-5  76 

5367 

-32.19 

42  29 

-5  62 

-8  47 

1  00 

-4.11 

34  77 

26  72 

-19  77 

37.93 

-49.50 

-4.37 

-0  15 

-0  51 

14  01 

15.74 

14  05 

1900 

4  47 

46  58 

-8.76 

29  89 

-239 

-2  93 

0  23 

-1.83 

13  44 

968 

020 

41  74 

-18  71 

18  37 

-0  36 

0  04 

4  27 

4  84 

526 

562 
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Aggregate  performance  data  for  national  banks  by  size 
(Data  through  third  quarter  of  each  year) 


Under  $100M 

$100M-$1B 

$1B-$10B 

Over  $1 0B 

Total 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

Indsutry  Structure 

Number  of  banks 

2.264 

2  049 

1,180 

1.136 

174 

166 

34 

36 

3,652 

3.387 

Number  of  banks  with  losses 

195 

132 

72 

39 

12 

1 1 

3 

0 

282 

182 

Number  of  failed/assisted  banks 

16 

17 

2 

4 

0 

0 

0 

0 

18 

21 

Income  Statement  ($  Billions) 

Net  income 

0  83 

0  88 

2  48 

2  89 

4  90 

6.16 

4  90 

9.34 

13  11 

1927 

Net  interest  income 

3  31 

3  08 

9.94 

9  73 

18  88 

18  69 

24  91 

29  00 

57  04 

60  49 

Noninterest  income 

0  93 

0  94 

2  92 

3  12 

10  60 

11  20 

15  45 

18  48 

29  90 

33  75 

Noninterest  expense 

2  92 

2  76 

8  26 

8  21 

18  92 

19  13 

27.70 

31  90 

57  80 

61  99 

Loan  loss  provision 

0  22 

0  11 

1.23 

0  72 

3  89 

230 

681 

3.91 

12  15 

7  05 

Securities  gams,  net 

0  08 

0  05 

0  18 

0  13 

0.45 

0  37 

1  14 

083 

1  84 

1  37 

Extraordinary  income,  net 

0.03 

0  04 

0.01 

0  13 

007 

0  15 

0  15 

1.27 

0  24 

1  59 

Net  loan  loss 

0  20 

0  11 

1  00 

0  62 

3  79 

2  45 

6  75 

4  14 

11.73 

7  32 

Third  Quarter 

Net  income 

0  30 

0  29 

0.84 

1.00 

1  72 

233 

1.82 

3.31 

4  68 

693 

Net  interest  income 

1  14 

1.04 

3  42 

3.34 

6  50 

6  57 

9  04 

9  86 

20  09 

20  81 

Noninterest  income 

032 

0.33 

1.02 

1  12 

363 

3  98 

5  44 

6  43 

10  40 

11.86 

Noninterest  expense 

1.00 

094 

2  84 

2  85 

6  48 

6  57 

987 

10.39 

20.19 

20  75 

Loan  loss  provision  . 

007 

0.03 

0.44 

0.19 

1.25 

0  70 

2.45 

1.19 

4.21 

2.12 

Securities  gams,  net . 

0.03 

002 

008 

0.05 

0.14 

0.14 

0.53 

0.32 

0  79 

0  54 

Extraordinary  income,  net  . 

001 

0.01 

001 

000 

001 

0.01 

0  04 

0.01 

0  07 

003 

Net  loan  loss  . 

0  06 

004 

035 

0.21 

1.22 

081 

2  81 

1  17 

4.44 

2  23 

Performance  Ratios  (%) 

Year-to-Date 

Return  on  equity 

11  83 

12.51 

13.79 

15  68 

1583 

18  80 

11  50 

17  03 

13  30 

17  04 

Return  on  assets . 

1.08 

1  22 

1.09 

1  32 

1  12 

1  46 

0.70 

1  19 

091 

1  29 

Net  interest  margin  . 

4  32 

4.27 

4  35 

4  43 

4.32 

4  42 

3.54 

3.70 

3  95 

4  04 

Loss  provision  to  loans  .  .  .  . 

0  57 

031 

0  93 

0.57 

1  46 

0  92 

1  53 

081 

1  38 

0  79 

Net  loan  loss  to  loans 

052 

0.30 

0  75 

0  50 

1  42 

097 

1.51 

086 

1  33 

082 

Noncurrent  loans  to  loans 

1  94 

1  60 

2  07 

1  58 

2  95 

2.20 

4  82 

307 

3  73 

2  56 

Loss  reserves  to  loans 

1  91 

1  77 

201 

1  96 

3.04 

2  89 

2  99 

2  73 

281 

263 

Loss  reserves  to  noncurrent  loans 

98  45 

110  99 

97  32 

123  79 

102  88 

131.21 

61.94 

88.99 

75  26 

102  88 

Loans  to  assets . 

50  35 

50  88 

58.22 

57  91 

60  17 

59.76 

62  63 

61  63 

6057 

60  05 

Loans  to  deposits . 

56  98 

5801 

68  02 

68  96 

78.73 

7933 

85  33 

86  34 

78  69 

79  97 

Equity  to  assets 

9  45 

9  82 

8  14 

8  65 

7  47 

7  97 

6  38 

7  30 

7.13 

7  80 

Estimated  leverage  ratio 

930 

9.71 

7  95 

8  48 

7  07 

7  57 

5  90 

6.66 

6.74 

732 

Estimated  risk-based  capital  ratio 

17  71 

18  45 

13  90 

14.79 

11  82 

12  84 

9  80 

11.38 

11  19 

12  42 

Note  1993  data  are  preliminary.  0.00  indicates  an  amount  of  less  than  $5  million 
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Aggregate  condition  data  for  national  banks  by  size 
(Data  through  third  quarter  of  each  year) 


Under  $100M 

$100M-$1B 

$1B-$10B 

Over  $1 0B 

Total 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

1992 

1993 

Balance  Sheet  ($  Billions) 

Assets . 

103  07 

96  29 

308  10 

299.30 

588  97 

587  75 

97935 

1,077.10 

1.979  50 

2  060  45 

Loans  . 

51.90 

48  99 

179  39 

173.32 

354  39 

351.22 

613.40 

663  84 

1.199  08 

1.237  36 

Real  estate  (RE)  . 

27.74 

26  88 

97  07 

94.94 

138.84 

143  60 

236  44 

247  12 

500  09 

512  55 

Commercial  and  industrial  (C&l) . 

9  14 

8.27 

33.07 

29  92 

85  82 

81  02 

205  02 

219.44 

333  05 

338  66 

Consumer  (cnsmr) . 

9  30 

8  43 

39.95 

39.37 

94  64 

97.03 

83  70 

96  36 

227  57 

241  19 

Noncurrent  loans . 

1  00 

0.78 

3.71 

2.74 

10  46 

7  74 

29  59 

2037 

44  78 

31  64 

Noncurrent  RE  loans . 

0.49 

0.41 

2.07 

1.58 

5  84 

4  72 

16  64 

1201 

25  04 

18.71 

Noncurrent  C&l  loans . 

0.43 

031 

1.23 

0  84 

2  77 

1.58 

890 

5.15 

13.33 

7  89 

Noncurrent  cnsmr  loans  . 

0.08 

0  06 

0.31 

0  28 

1.30 

1  15 

1  58 

1  61 

327 

3  09 

Other  real  estate  owned . 

0.61 

038 

1.75 

1.10 

4  59 

2  57 

11  73 

8  99 

18  68 

13  05 

Investment  securities . 

36.35 

34  10 

87.94 

88  70 

138  66 

144.66 

132  02 

163.09 

394  98 

430  56 

Total  liabilities . 

93.33 

86  84 

283.02 

273.42 

545.00 

54091 

916  92 

998  48 

1  838  26 

1 .899  64 

Total  deposits . 

91.09 

84.45 

263.71 

251  32 

450.13 

442.71 

71882 

768  84 

1.523  74 

1.547  33 

Domestic  deposits . 

91.06 

84,44 

263  38 

251  03 

443.20 

435  13 

535  46 

565  61 

1.333  10 

1.336  22 

Loan  loss  reserve . 

0.99 

0.87 

361 

3  39 

10  77 

10  16 

1833 

1883 

33  70 

32  55 

Equity  capital . 

9.74 

946 

25  07 

25.88 

43  98 

46  85 

62.44 

78  62 

141  23 

160  80 

Total  capital . 

10.36 

1001 

27.19 

27  81 

49  16 

52  36 

82  59 

102  17 

169  29 

192  36 

Balance  Sheet  Changes  ($  Billions) 

Year-to-Date  Changes: 

Assets . 

-4.80 

-5  69 

0.05 

-8.78 

-22.94 

14  17 

21.93 

53  96 

-5  76 

5367 

Loans  . 

-1.85 

-1.30 

0  57 

-1.99 

-2538 

1584 

-5.53 

29  74 

-32  19 

4229 

Noncurrent  loans . 

-0.11 

-0.13 

-0  17 

-0  46 

-2.34 

-0  95 

-3  00 

-6  93 

-562 

-8  47 

Other  real  estate  owned  . 

-0.09 

-0.18 

-0  11 

-0.54 

-0.80 

-1  14 

2.01 

-2  25 

1  00 

-4  11 

Investment  securities . 

-0  25 

-1.62 

6  39 

0.95 

15  44 

9  45 

13.20 

17  94 

34.77 

26  72 

Total  liabilities . 

-5.03 

-5.70 

-1.67 

-9.98 

-26  52 

9  86 

13  45 

43  74 

19  77 

37  93 

Total  deposits . 

-4.87 

-6  00 

-1.78 

-13.24 

-27  56 

0  92 

-15  29 

13  96 

-49  50 

-4  37 

Loan  loss  reserve . 

-0.05 

-0  08 

0.16 

-0  09 

-0  23 

-0  04 

-0.04 

-0  30 

-0  15 

-0  51 

Equity  capital . 

0  23 

001 

1.72 

1.20 

3.58 

4.31 

8  47 

10  22 

14  01 

15  74 

Total  capital . 

0.14 

0.01 

1.73 

1.24 

3.78 

5.56 

8  41 

12.20 

14.05 

19  00 

Third  Quarter  Changes: 

Assets . 

-1.76 

-3.68 

1.81 

7  02 

-28  48 

36  05 

32  90 

7  19 

4  47 

46  58 

Loans  . 

-0.51 

-1.33 

1  45 

4  39 

-23.44 

1901 

13  74 

7  82 

-8  76 

29  89 

Noncurrent  loans . 

-0.08 

-0.08 

0.01 

0.01 

-1  84 

0  13 

-0  47 

-298 

-239 

-293 

Other  real  estate  owned . 

-0.03 

-0.08 

-0.08 

-0.19 

-0.90 

-0  48 

1.24 

-1  09 

023 

-1.83 

Investment  securities . 

-0.85 

-1.92 

1.97 

1  79 

0.76 

10  33 

11.56 

-0  52 

13  44 

9  68 

Total  liabilities 

-1.82 

-350 

1.29 

6  23 

-27  69 

33  55 

28  43 

5  46 

0  20 

41  74 

Total  deposits . 

-1.85 

-3  46 

-0  25 

4  11 

-27  69 

24  17 

11.07 

-645 

-18  71 

1837 

Loan  loss  reserve . 

-0.03 

-0  06 

008 

0  08 

-1.04 

0  33 

062 

-0.31 

-0  36 

0  04 

Equity  capital . 

0.06 

-0  19 

0.52 

0  79 

-0.79 

2.50 

4  48 

1.73 

4  27 

4  84 

Total  capital .  . 

0.05 

-0  21 

0.55 

0  88 

-0  67 

2.33 

533 

2  63 

5  26 

562 

Note:  1993  data  are  preliminary,  0.00  indicates  an  amount  of  less  than  $5  million 
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Aggregate  performance  data  for  national  banks  by  region 
(Data  through  third  quarter  of  1993) 


Northeastern 

Southeastern 

Central 

Midwestern 

Southwestern 

Western 

Total 

Industry  Structure 

Number  of  banks 

375 

482 

707 

597 

807 

419 

3.387 

Number  of  banks  with  losses 

19 

28 

21 

12 

33 

69 

182 

Number  of  failed/assisted  banks 

3 

2 

1 

2 

5 

8 

21 

Income  Statement  ($  Billions) 

Year-to-Date 

Net  income 

5  62 

3  05 

3  58 

1.63 

2  20 

3.21 

19  27 

Net  interest  income 

19  06 

9  75 

10  40 

4  17 

5  42 

11.70 

60  49 

Noninterest  income 

12  32 

4  15 

4  67 

3.34 

261 

6  67 

33  75 

Noninterest  expense 

21  98 

8  94 

9  34 

4  55 

5  61 

11  58 

61  99 

Loan  loss  provision 

3  17 

0  70 

1.05 

0  54 

0.01 

1  57 

7  05 

Securities  gams,  net 

0  82 

0  12 

0  22 

0  06 

0.10 

0.06 

1  37 

Extraordinary  income,  net 

089 

0  07 

0.13 

001 

0  47 

0.03 

1  59 

Net  loan  loss 

3.54 

0,58 

0  87 

0.47 

0  17 

1.70 

7.32 

Third  Quarter 

Net  income 

2  10 

1  04 

1.31 

0  62 

062 

1  24 

693 

Net  interest  income  .  .  .  . 

6  48 

3  29 

3  65 

1.52 

1.83 

4  04 

20.81 

Noninterest  income 

4.31 

1  44 

1  61 

1.24 

0  90 

2.37 

11  86 

Noninterest  expense 

7.03 

3  03 

3.20 

1  62 

1.88' 

3  97 

20  75 

Loan  loss  provision . 

0  94 

0.21 

0.33 

0  20 

0.01 

0  43 

2.12 

Securities  gams,  net . 

0  28 

0  04 

0  14 

0.01 

0  04 

0  02 

0  54 

Extraordinary  income,  net 

0  02 

000 

0.01 

0  00 

0  00 

0.00 

003 

Net  loan  loss  . 

097 

0  17 

031 

0.17 

007 

0.53 

2  23 

Performance  Ratios  (%) 

Year-to-Date 

Return  on  equity 

16  36 

16  53 

17  80 

19  99 

20  09 

15.15 

17  04 

Return  on  assets 

1.13 

1.21 

1  40 

1  61 

1.52 

1.29 

1.29 

Net  interest  margin 

3.83 

3  88 

4  07 

4  13 

3  75 

4.70 

4.04 

Loss  provision  to  loans 

1  06 

0  47 

0  69 

0  92 

002 

0.93 

0  79 

Net  loan  loss  to  loans . 

1.18 

039 

0  58 

0  78 

0  24 

1.01 

0  82 

Noncurrent  loans  to  loans  .  . 

3.73 

1.66 

1.59 

1  55 

1.39 

2.98 

2  56 

Loss  reserves  to  loans 

3.10 

2  04 

2  08 

2  10 

1.96 

3.31 

263 

Loss  reserves  to  noncurrent  loans  . 

83  08 

122  91 

130.42 

134  82 

140  39 

110  89 

102  88 

Loans  to  assets . 

60  51 

59  42 

59  86 

59  64 

48  61 

66  99 

60.05 

Loans  to  deposits . 

82  55 

81  01 

80  36 

80.74 

60  44 

85.34 

79.97 

Equity  to  assets . 

7  22 

7  56 

8.08 

8  07 

7  97 

8.74 

7.80 

Estimated  leverage  ratio  . 

6  90 

7  09 

7  89 

7.82 

7.38 

7  63 

7.32 

Estimated  risk-based  capital  ratio  .... 

11  98 

12.04 

12  64 

13.25 

13.74 

12  53 

12.42 

Note  1993  data  are  preliminary.  0.00  indicates  an  amount  of  less  than  $5  million 
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Aggregate  condition  data  for  national  banks  by  region 
(Data  through  third  quarter  of  1993) 


Northeastern 

Southeastern 

Central 

Midwestern 

Southwestern 

Western 

Total 

Balance  Sheet  ($  Billions) 

Assets . 

686  25 

343  86 

352  25 

139  84 

201  43 

336  80 

2.060  45 

Loans  . 

415  23 

204.32 

210  85 

83  41 

97  92 

225  63 

1.237  36 

Real  estate  (RE)  .  . 

151  56 

101.00 

83  09 

32  68 

42  02 

102  20 

512  55 

Commercial  and  industrial  (C&l) 

131  41 

48  94 

58  99 

1901 

26  97 

53  34 

338  66 

Consumer  (cnsmr) . 

72  96 

38  32 

47.42 

20.01 

19.12 

43  36 

241  19 

Noncurrent  loans . 

15.50 

3  39 

3  36 

1.30 

1.36 

6.73 

31  64 

Noncurrent  RE  loans . 

9  00 

2  29 

1.74 

0.51 

0.73 

4.45 

18  71 

Noncurrent  C&l  loans . 

3  70 

0.79 

1.02 

037 

0  45 

1.54 

7  89 

Noncurrent  cnsmr  loans  . 

1  61 

0.22 

038 

0  32 

0  12 

0.44 

3  09 

Other  real  estate  owned . 

6  98 

1  43 

1.08 

0.31 

0  72 

2  53 

13  05 

Investment  securities . 

121.94 

82.64 

73  60 

35  24 

66  54 

50  60 

430  56 

Total  liabilities . 

636  68 

317.86 

323  80 

128  56 

185  38 

307  37 

1 .899  64 

Total  deposits . 

503  02 

252.21 

262.40 

103.31 

162  00 

264  39 

1.547  33 

Domestic  deposits . 

347.61 

243  43 

241  65 

102  00 

160  08 

241.44 

1.336  22 

Loan  loss  reserve . 

12.88 

4.16 

4  38 

1.75 

1.92 

7.47 

32  55 

Equity  capital . 

4957 

26  01 

28  45 

11  28 

16  06 

29  43 

160  80 

Total  capital . 

64  84 

29  06 

34.52 

12.71 

16  48 

34.74 

192  36 

Balance  Sheet  Changes  ($  Billions) 

Year-to-Date  Changes: 

Assets . 

8  64 

15.24 

16  60 

260 

4  77 

5  81 

53  67 

Loans  . 

9  15 

12.62 

11.23 

4.81 

6  12 

-1  64 

42  29 

Noncurrent  loans . 

-4.61 

-0  40 

-0.41 

0.04 

-0.40 

-269 

-8  47 

Other  real  estate  owned 

-1  48 

-0.51 

-0  48 

-0  09 

-0.38 

-1  17 

-4  11 

Investment  securities . 

4.27 

6.55 

3.77 

0  29 

4  91 

6  92 

26  72 

Total  liabilities . 

383 

12  60 

13.91 

2.15 

2.10 

333 

37  93 

Total  deposits . 

-2.06 

1.56 

3  34 

-263 

-3  34 

-1.24 

-4  37 

Loan  loss  reserve . 

-0.59 

0  17 

030 

0  06 

-0  29 

-0  16 

-051 

Equity  capital . 

4  81 

2  64 

2  69 

045 

2  67 

2  48 

15  74 

Total  capital . 

565 

3.05 

4  14 

0.88 

1  97 

332 

19  00 

Third  Quarter  Changes: 

Assets . 

17  49 

363 

9.07 

581 

3  30 

7  28 

46  58 

Loans  . 

10.99 

4.01 

6  12 

3.36 

2  61 

2  81 

29  89 

Noncurrent  loans . 

-1.31 

-0.34 

-0  26 

-0  03 

-0  13 

-0  86 

-2  93 

Other  real  estate  owned  .  .  .  .  . 

-087 

-0.20 

-0  13 

-0  04 

-0  11 

-0  48 

-1  83 

Investment  securities . 

2.22 

1.45 

2.41 

0.03 

1  44 

2.14 

9  68 

Total  liabilities . 

15  47 

2.76 

8.05 

5  87 

2  94 

6  65 

41.74 

Total  deposits . 

7.93 

0  83 

4.85 

2.74 

-1  91 

3  94 

18  37 

Loan  loss  reserve . 

-0.05 

0.04 

0  08 

0.11 

-0.06' 

-0  08 

004 

Equity  capital . 

202 

0  87 

1.02 

-0.06 

0.36 

0  63 

4  84 

Total  capital . 

2.16 

089 

1  19 

0.16 

0.33 

0  89 

5  62 

Note:  1993  data  are  preliminary.  0.00  indicates  an  amount  of  less  than  $5  million 
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Definitions 


Glossary 


Commercial  Real  Estate  Loans  Loans  secured  Dy  nonfarm,  nonresidential  properties. 

Construction  Loans  Loans  for  construction  and  land  development. 

Extraordinary  Income,  Net:  Net  after-tax  income  from  events  and  transactions  that  are  "unusual  and  infrequent.” 

Failed/Assisted  Banks  National  banks  that  have  been  closed  by,  or  have  received  financial  assistance  from,  the 
Federal  Deposit  Insurance  Corporation  (FDIC). 

Investment  Securities:  Total  securities  excluding  those  held  in  trading  accounts. 

Leverage  Ratio:  Ratio  of  estimated  Tier  1  capital  to  estimated  tangible  total  assets. 

Loans:  Total  loans  and  leases  less  unearned  income. 

Net  Loan  Losses:  Total  loans  and  leases  charged  off  (removed  from  balance  sheet  because  of  uncollectibility) 
during  the  period,  less  amounts  recovered  on  loans  and  leases  previously  charged  off. 

Loan  Loss  Reserve:  The  allowance  for  loan  and  lease  losses. 

National  Banks:  Nationally  chartered  commercial  banks,  trust  companies  without  deposits,  nonbank  banks,  and 
credit  card  banks  in  the  United  States  and  its  territories  that  are  insured  by  either  the  Bank  Insurance  Fund  or  the 
Savings  Association  Insurance  Fund  of  the  FDIC  and  filed  a  call  report. 

Noncurrent  Loans:  The  sum  of  loans  and  leases  90  days  or  more  past  due  plus  nonaccrual  loans. 

Net  Interest  Margin:  Net  interest  income  as  a  percent  of  average  assets. 

Regions:  Northeastern  (NE)  —  Connecticut,  Delaware,  District  of  Columbia,  Maine,  Maryland,  Massachusetts,  New 
Hampshire,  New  Jersey,  New  York,  Pennsylvania,  Puerto  Rico,  Rhode  Island,  Vermont,  Virgin  Islands;  Southeastern 
(SE)  —  Alabama,  Florida,  Georgia,  Mississippi,  North  Carolina,  South  Carolina,  Tennessee,  Virginia,  West  Virginia; 
Central  (CE)  —  Illinois,  Indiana,  Kentucky,  Michigan,  Ohio,  Wisconsin;  Midwestern  (MW)  —  Iowa,  Kansas, 
Minnesota,  Missouri,  Nebraska,  North  Dakota,  South  Dakota;  Southwestern  (SW)  —  Arkansas,  Louisiana,  New 
Mexico,  Oklahoma,  Texas;  Western  (WE)  —  Alaska,  Arizona,  California,  Colorado,  Guam,  Hawaii,  Idaho,  Montana, 
Nevada,  Oregon,  Utah,  Washington,  Wyoming.  Each  bank  in  a  multinational  bank  holding  company  is  included  in 
the  region  in  which  the  bank  is  located. 

Other  Real  Estate  Owned  (OREO):  Real  estate  acquired  by  a  bank  for  debts  previously  contracted  (i.e.,  foreclosed 
real  estate).  Also  includes  property  formerly  used  or  intended  for  use  for  banking  purposes. 

Residential  Real  Estate:  Loans  secured  by  one-  to  four-family  residential  properties  plus  loans  secured  by 
multifamily  (five  or  more)  residential  properties. 

Risk-based  Capital  Ratio:  Ratio  of  estimated  total  capital  to  estimated  risk-weighted  assets. 

Securities  Gains:  Net  pre-tax  realized  gains  (losses)  on  securities  not  held  in  trading  accounts. 

Total  Capital  The  sum  of  Tier  1  and  Tier  2  capital  reported  on  call  report  schedule  RC-R. 


Computation  Methodology 

Current  quarter  income  statement  items  were  calculated  by  summing  the  difference  between  the  year-to-date  and 
previous  quarter  numbers  of  each  item  for  all  banks  that  filed  a  current  quarter  call  report.  For  performance  ratios 
obstructed  by  di  ziding  an  income  statement  (flow)  item  by  a  balance  sheet  (stock)  item,  the  income  statement  item 
sd  //as  annualized  (multiplied  by  the  number  of  periods  in  a  year)  and  the  average  of  the  balance  sheet 
sd  (beginning-of-period  amount  plus  end-of-period  amount  divided  by  two)  was  used 


Recent  Corporate  Decisions 


On  July  9,  1993,  the  OCC  granted  approval  for  a 
troubled  bank  to  issue  up  to  $3  million  in  noncumulative 
convertible  perpetual  preferred  stock  and  to  allow  the 
issuance  to  qualify  as  Tier  1  capital.  The  approval  letter 
reminded  the  bank  that  it  must  obtain  the  prior  approval 
of  its  supervisory  office  before  any  dividends  can  be 
paid,  and  that  as  long  as  it  has  a  negative  undivided 
profits  account,  any  dividends  paid  on  the  preferred 
stock  would  be  considered  a  reduction  in  capital  pur¬ 
suant  to  1 2  CFR  5.61  (e)  and  subject  to  the  filing  require¬ 
ments  of  12  U.S.C.  59  and  12  CFR  5.46. 

On  July  30,  1993,  the  OCC  sent  a  letter  to  Marquette 
Bancshares,  Inc.,  Minneapolis,  Minnesota,  stating  that 
the  OCC  would  not  object  to  Marquette's  national  bank 
affiliates  located  in  Minnesota  entering  into  a  contrac¬ 
tual  branching  arrangement  equivalent  to  that  per¬ 
mitted  to  state  banks  under  state  law.  In  addition,  the 
letter  stated  that  the  OCC  would  not  consider  the  arran¬ 
gement  to  be  branching  under  12  U.S.C.  36.  Under  the 
contractual  branching  arrangement,  affiliates  will  be 
able  to  handle  the  following  activities  for  each  other: 
accepting  and  receiving  deposits;  honoring  and 
paying  withdrawals;  cashing  checks  and  drafts;  issu¬ 
ing  money  orders,  cashier’s  checks,  and  travelers' 
checks  or  similar  instruments;  receiving  loan  payments; 
and  receiving  or  delivering  cash  and  securities.  The 
OCC  issued  letters  not  objecting  to  analogous  requests 
from  holding  companies  located  in  Colorado,  Illinois, 
Indiana,  and  New  Jersey. 

On  August  12,  1993,  the  OCC  conditionally  approved 
Competitive  Equality  Banking  Act  (CEBA)  credit  card 
bank  charters  for  Bridgestone/Firestone,  Dayton  Hud¬ 
son,  Mobil,  Radio  Shack,  and  Texaco  Oil.  Except  for  the 
proposal  from  Bridgestone/Firestone,  which  had 
received  approval  for  Federal  Deposit  Insurance  Cor¬ 
poration  (FDIC)  insurance,  each  proposal  included  re¬ 
quests  to  operate  the  banks  as  uninsured  banks.  These 
proposals  involve  taking  deposits  only  from  affiliates 
and  not  the  general  public.  The  OCC  concluded  that 
apprcval  of  the  proposals  as  uninsured  banks  would  be 
premature  in  light  of  a  number  of  unresolved  legal  and 
policy  issues.  Therefore,  the  charters  were  approved 
on  the  condition  that  the  applicants  obtain  FDIC  in¬ 
surance.  Additionally,  each  applicant  was  required  to: 
maintain  its  status  as  an  "insured  depository  institu¬ 
tion,"  promptly  notify  OCC  of  any  action  initiated  or 
taken  to  terminate  insurance;  and,  should  the  bank's 
FDIC  insurance  be  terminated,  obtain  approval  from 
OCC  before  continuing  to  operate  as  an  uninsured 
national  bank. 


On  August  19,  1993,  the  OCC  approved  a  full  service 
charter  application  for  Waterhouse  National  Bank, 
White  Plains,  New  York.  The  proposal  was  unique  in  that 
it  was  sponsored  by  Waterhouse  Investor  Services, 
Inc.,  a  discount  brokerage  firm  operating  in  39  states, 
to  service  its  customers  and  the  general  public.  No 
banking  lobby  or  teller  facilities  will  be  available  at  the 
headquarters'  site  and  all  transactions  will  be  con¬ 
ducted  by  telephone  or  mail.  The  bank  will  specialize 
in  home  equity  loans,  consumer  deposits,  and  other 
types  of  consumer  services.  No  commercial  services 
will  be  offered.  Legal  questions  were  raised  and  satis¬ 
factorily  resolved  regarding  the  Glass-Steagall  Act, 
branching,  and  anti-tying  provisions  of  12  U.S.C. 
1972(1).  The  bank  applied  for  FDIC  insurance  and  its 
parent  applied  to  the  Federal  Reserve  to  become  a 
bank  holding  company. 

On  August  23,  1 993,  the  OCC  disapproved  a  notice  for 
change  in  bank  control,  because  of  the  applicant’s 
failure  to  provide  requested  information.  Despite 
repeated  requests,  the  applicant  refused  to  supply  all 
the  information  needed  to  complete  an  evaluation  of  the 
notice,  and  to  resolve  inconsistencies  in  information 
submitted. 

On  August  25,  1993,  the  OCC  approved  a  merger 
application  that  would  allow  Mountain  National  Bank, 
Tucker,  Georgia,  to  acquire  Button  Gwinnett  National 
Bank,  Norcross,  Georgia,  and,  thereby  expand  into  an 
adjacent  county,  which  Mountain  National  Bank  could 
not  do  directly  under  Georgia  branching  law.  The  OCC 
also  approved  three  related  applications  involving 
Mountain  National  Bank  and  Button  Gwinnett  National 
Bank  to  facilitate  that  objective.  The  sequence  of  trans¬ 
actions  also  accomplished  a  desired  corporate  reor¬ 
ganization  by  Button  Gwinnett’s  parent  company  In 
addition  to  the  merger  approval,  approvals  were 
granted  to  Button  Gwinnett’s  application  to  relocate  its 
head  office  to  Norcross,  Georgia  and  to  establish  a 
branch  at  the  site  of  the  former  main  office  in  Snellville, 
Georgia  (this  branch  was  later  sold  to  a  state  bank 
affiliate  of  Button  Gwinnett).  Approval  was  also  granted 
to  Mountain  National  Bank’s  application  to  relocate  its 
newly  acquired  Norcross,  Georgia  branch  to  a  new  site 
in  Norcross. 

On  August  25,  1993,  the  OCC  approved  a  notice  filed 
by  First  National  Bank  of  Commerce,  New  Orleans, 
Louisiana,  to  expand  the  activities  of  its  existing  sub¬ 
sidiary  to  offer  securities  services  from  offices  located 
in  unaffiliated  banks.  The  OCC  had  previously  ap- 
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proved  such  activities  for  the  bank  and  its  affiliates.  This 
was  the  first  proposal  involving  the  sale  of  retail  non¬ 
deposit  investment  products  since  Banking  Circular 
274  (guidance  on  bank  sales  of  investment  products) 
was  issued  on  July  19,  1993.  The  approval  letter  con¬ 
tained  specific  reference  to  BC  274  and  stated  OCC's 
expectations  that  the  operating  subsidiary  will  adhere 
to  the  circular's  requirements. 

On  August  27,  1993,  the  OCC  denied  a  bank's  request 
to  issue  two  new  classes  of  preferred  stock.  The  bank 
was  in  unsatisfactory  condition  and  needed  to  raise 
additional  capital  to  improve  its  deteriorating  condition. 
The  OCC  concluded  that  the  proposed  preferred  stock 
had  features  that  would  not  be  in  the  best  interest  of  the 
bank.  Specifically,  the  substantial  dilution  that  would 
result  could  impede  future  efforts  by  the  bank  to  raise 
additional  capital.  Other  features  had  the  potential  for 
enhancing  the  position  of  some  shareholders  relative 
to  the  position  of  other  shareholders  or  possible  buyers. 

On  August  27, 1 993,  the  OCC  approved  the  conversion 
of  First  Federal  Savings  and  Loan  Association,  Bowling 
Green,  Kentucky,  to  a  national  bank.  The  converting 
thrift  had  a  “grandfathered"  branch  in  an  adjacent 
county.  Both  the  OCC  and  the  Kentucky  Banking 
Department  concluded  that  the  retention  of  the  branch 
was  permissible  even  though  intercounty  branching 
was  prohibited. 

Decisions  Related  to  the  Community 
Reinvestment  Act 

On  July  12,  1993,  the  OCC  granted  conditional  ap¬ 
proval  to  an  application  filed  by  The  National  Bank  of 
Corinth,  Corinth,  Kentucky,  to  relocate  its  head  office. 
The  OCC  made  the  approval  conditional  because  the 
bank  had  demonstrated  a  less  than  satisfactory  perfor¬ 
mance  under  the  Community  Reinvestment  Act  (CRA) 
during  a  recent  OCC  examination  of  the  bank.  The 
bank’s  performance  was  less  than  satisfactory  be¬ 
cause  of  its  incomplete  assessment  of  community 
credit  needs,  failure  to  develop  a  complete  CRA  pro¬ 
gram,  limited  involvement  of  the  board  of  directors  in 
community  development  programs,  limited  board  over¬ 
sight  of  the  marketing  of  credit  programs  to  all  seg¬ 
ments  of  the  community,  and  failure  of  the  directors  to 
establish  a  relationship  with  civic  and  community 
leaders.  Before  the  bank  can  relocate  its  main  office,  it 
must  achieve  a  satisfactory  level  of  performance  under 
the  CRA 

On  August  27,  1993,  the  OCC  granted  conditional 
approval  to  an  application  filed  by  Boulevard  Bank 
National  Association,  Chicago,  Illinois,  to  acquire 
through  merger  First  National  Bank  of  Des  Plaines,  Des 


Plains  Illinois;  The  National  Security  Bank  of  Chicago, 
Chicago,  Illinois;  and  Citizens  National  Bank  of 
Downers  Grove,  Downers  Grove,  Illinois.  The  OCC 
made  the  approval  conditional  upon  The  National 
Security  Bank  of  Chicago  submitting  a  letter  stating 
what  actions  have  been  taken  to  address  deficiencies 
in  the  bank's  CRA  program.  Also,  before  consummating 
the  merger  the  bank  must  certify  to  the  OCC  that  it  is 
operating  in  accordance  with  the  above  letter 

On  August  27,  1993,  the  OCC  granted  conditional 
approval  to  an  application  filed  by  Bank  One, 
Cleveland,  National  Association,  Cleveland,  Ohio,  to 
establish  a  customer-bank  communication  terminal 
(CBCT)  branch  in  Mentor,  Ohio.  The  OCC  made  the 
approval  conditional  because  the  bank  had 
demonstrated  a  less  than  satisfactory  performance 
under  the  Community  Reinvestment  Act  (CRA)  during 
a  recent  OCC  examination  of  the  bank.  Although  the 
bank  is  making  efforts  to  comply,  recent  actions  and 
commitments  have  not  been  in  effect  long  enough  to 
measure  the  results  in  the  community.  Before  the  CBCT 
branch  can  be  opened,  the  bank  must: 

•  Develop  a  CRA  action  plan  to  correct  deficien¬ 
cies  cited  in  the  most  recent  compliance  ex¬ 
amination. 


•  implement  a  self  assessment  program  that  will 
enable  the  board  of  directors  and  management 
to  evaluate  compliance  with  the  Community 
Reinvestment  Act. 


•  Submit  quarterly  progress  reports  to  the  OCC 
discussing  CRA  efforts. 


The  OCC  must  conclude,  based  on  the  above  actions, 
that  the  bank  has  resolved  the  deficiencies  cited  in  the 
examination  and  made  acceptable  progress  in  improv¬ 
ing  its  CRA  performance. 

On  August  27,  1993,  the  OCC  granted  conditional 
approval  to  an  application  filed  by  Beneficial  National 
Bank,  Wilmington,  Delaware,  to  establish  a  CBCT 
branch  in  Wilmington,  Delaware.  The  OCC  made  the 
approval  conditional  because  the  bank  had  demon¬ 
strated  a  less  than  satisfactory  performance  under  the 
Community  Reinvestment  Act  during  a  recent  OCC 
examination  of  the  bank.  The  bank’s  CRA  performance 
was  less  than  satisfactory  in  ascertaining  community 
credit  needs  and  analyzing  the  distribution  of  deposits 
and  loans.  Before  the  bank  can  establish  the  CBCT 
branch,  it  must  achieve  a  satisfactory  level  of  perfor¬ 
mance  under  the  CRA 
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Remarks  by  Eugene  A.  Ludwig,  Comptroller  of  the  Currency,  before  the 
American  Bankers  Association,  on  reinventing  government  and  reforming  bank 
regulation,  Colorado  Springs,  Colorado,  July  11,  1993 


When  I  studied  history  in  England  after  college,  one  of 
my  professors  once  broke  up  the  class  with  the  obser¬ 
vation  that  in  1 803  the  British  government  created  a  civil 
service  job  tor  a  man  to  stand  on  the  Cliffs  of  Dover  with 
a  spyglass  and  ring  a  bell  when  he  saw  Napoleon 
coming. 

The  government  quit  funding  the  job  in  1927  —  124 
years  later.  It  was  finally  eliminated  altogether  in  1945 

The  Washington  best-seller  entitled  Reinventing 
Government  points  out  that:  “A  century  ago,  states 
required  manufacturers  to  sterilize  the  horsehair  in  mat¬ 
tresses  ano  display  tags  showing  they  were  properly 
inspected  and  licensed.  You  know  the  tags;  they  say; 
'Do  Not  Remove  Under  Penalty  of  Law.’  Fifty  years  ago, 
mattress  manufacturers  quit  using  horsehair.  In  1990, 
one  state  finally  repealed  its  law." 

Lest  those  who  toil  in  the  federal  vineyard  swell  with 
hubris  at  tales  such  as  these,  we  should  keep  in  mind 
that  the  law  that  authorized  the  Office  of  the  Comptroller 
of  the  Currency  to  print  and  distribute  national  bank 
notes  —  in  other  words,  control  currency  —  is  still  on 
the  books  today  —  long,  long  after  the  Federal  Reserve 
was  established  to  control  the  money  supply. 

Why  does  it  take  government  so  much  effort  and  so  much 
time  to  respond  to  change?  What  can  we  do  about  it? 
What  is  the  best  way  to  retool  to  make  government  more 
efficient  and  at  the  same  time  more  effective? 

Those  questions  —  and  similar  ones  —  are  on  the 
minds  of  many  policymakers  today,  including  mine. 

Those  questions  are  on  my  mind  because  it  is  clear  to 
me  our  system  of  bank  regulation  is  delivering  less  of 
what  we  want  from  it:  a  safe,  sound  and  vigorous 
banking  industry  that  meets  the  wants  and  needs  of 
customers  to  the  greatest  extent  possible  —  a  banking 
industry  that  constitutes  a  strong  and  secure  source  of 
credit  to  finance  economic  growth. 

However,  as  you  all  know  only  too  well,  measured  by 
market  share,  the  commercial  banking  industry  has 
been  in  decline  for  60  years.  And  you  do  not  need  me 
to  tell  you  that  other  nonbank  financial  institutions  have 
grown  vigorously  during  that  time. 


Bank  regulation  cannot  account  for  all  of  the  industry's 
stagnation  —  but  it  must  account  for  some  of  it.  One  of 
the  reasons  banking  regulation  falters  is  the  way  in 
which  it  was  built.  Like  one  of  the  houses  you  some¬ 
times  see  in  the  countryside  outside  Washington,  our 
regulatory  system  was  constructed  by  addition:  some 
from  this  decade,  some  from  that,  some  from  this  cen¬ 
tury.  some  from  that.  No  overall  design  was  followed  — 
and  it  shows.  It  shows  most  clearly  in  the  fact  that  we 
have  three  federal  banking  regulators  doing  much  the 
same  thing. 

Another  reason  the  regulatory  structure  falls  short  is  that 
we  have  not  kept  up  with  the  housecleaning.  Regula¬ 
tions  that  may  have  once  made  sense,  but  no  longer 
do  so,  remain  on  the  books  and  require  time  and  effort 
to  comply  with.  Their  cumulative  weight  —  and  cumula¬ 
tive  cost  —  is  considerable. 

I  took  the  job  of  Comptroller  of  the  Currency  with  the 
goal  in  mind  of  doing  something  about  the  regulatory 
problem.  In  large  part  that  means  assuring  banking 
safety  and  soundness  at  the  lowest  regulatory  cost. 

In  the  short  term,  that  means  an  intensive  effort  to 
provide  regulatory  relief  and  coordination  among  the 
three  banking  agencies.  In  the  long  term,  it  means 
redesigning  the  regulatory  structure  and  building  a  new 
one  from  the  ground  up. 

That  in  turn  requires  a  design,  a  comprehensive  plan, 
a  plan  that  goes  beyond  looking  at  bank  regulation  as 
a  system  of  trade-offs  between  safety  and  soundness 
and  credit  availability,  or  banking  legislation  as  a  battle 
between  vested  interests.  I  want  —  and  in  fact,  I  invite 

—  banker  participation  in  every  one  of  the  reforms  that 
will  make  up  this  plan.  We  need  your  participation  in 
every  step  of  the  process. 

From  the  day  I  arrived  at  the  OCC,  I  have  sought  to 
eliminate  the  regulatory  burdens  that  do  not  demon¬ 
strably  contribute  to  safety  and  soundness  or  other 
public  policy  goals.  You  know  what  we  have  done  in  the 
president's  credit  crunch  alleviation  program.  But  what 
you  probably  have  not  focused  on  is  our  ongoing 
initiative  to  reduce  regulatory  and  paperwork  burden  — 
a  serious  effort  to  come  to  grips  with  a  serious  problem 

—  an  effort  I  am  totally  committed  to. 
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We  are  examining  every  single  one  of  the  regulations 
we  have  on  the  books  to  see  where  we  can  minimize 
burden.  Every  single  one  This  effort  is  not  halfhearted 
We  mean  business  We  have  been  looking  first  at  our 
regulations  on  lending  limits,  corporate  activities  and 
applications,  and  international  banking.  We  are 
branching  out  from  there. 

Let  me  be  clear:  making  bank  regulation  less  effective 
is  not  part  of  this  exercise  —  or  any  of  our  other  efforts. 
What  our  efforts  are  ail  about  is  making  regulation  more 
efficient,  more  rational,  and  less  costly. 

It  is  a  big  job,  as  I  am  sure  you  can  appreciate,  just  as 
l  can  appreciate  that  bank  regulation  imposes  costs, 
and  that  unnecessary  and  unnecessarily  burdensome 
regulations  impose  unjustifiably  high  costs  on  banks 
and  their  customers. 

At  the  same  time,  when  regulation  clearly  adds  to  the 
safety  and  soundness  of  the  banking  system  —  and 
through  that  safety  and  soundness,  to  the  stability  of 
the  economy  —  or  contributes  to  other  policy  goals, 
such  as  protecting  the  consumer  from  unfair  and 
deceptive  practices,  the  price  of  regulation  is  both 
justified  and  necessary. 

It  is  no  secret  to  any  of  you  that  the  OCC  has  been 
working  on  a  new  statement  of  policy  on  mutual  funds 
and  other  uninsured  investment  products  that  many 
banks  have  begun  to  market  at  the  retail  level.  One 
reason  it  is  no  secret  is  that,  in  developing  the  policy, 
we  brought  banker  representatives,  as  well  as  bank 
customer  groups  and  mutual  fund  representatives,  into 
the  process. 

The  policy  will  be  issued  in  the  near  future,  but  I  can 
give  you  a  sneak  preview  of  its  broad  outlines  this 
morning:  our  objectives,  the  strategy  the  policy  is 
based  on,  and  some  of  its  particular  requirements. 

What  are  our  objectives?  Let  me  mention  five. 

First,  of  course,  we  want  our  policy  guidelines  to  be 
effective. 

Second,  at  the  same  time,  we  want  to  impose  the  least 
burden  that  we  could  impose. 

Third,  although  we  want  our  approach  to  have  a  strong 
element  of  self-regulation,  we  also  want  to  set  stand¬ 
ards  for  bank-related  retail  sales  of  mutual  funds  and 
other  investment  products  to  protect  the  consumer  — 
and  to  protect  the  banks. 

Fourth  ne  want  to  make  absolutely  sure  that  customers 
full/  understand  the  nature  of  these  investments  and 


particularly  that  they  are  not  insured  by  the  federal 
government. 

Fifth,  we  want  customers  to  be  treated  fairly,  and  to  be 
offered  products  in  a  way  that  would  not  confuse 
them  —  two  objectives  we  can  find  in  federal  securities 
law 

If  customers  are  misled  about  the  noninsured  status  of 
these  products,  the  resulting  violations  of  federal 
securities  laws  could  create  substantial  legal  liability  for 
banks.  That  liability  is  substantial  enough  to  make  this 
a  significant  safety  and  soundness  issue. 

What  is  our  strategy?  To  build  on  what  is  already 
there. 

Bankers  bring  more  than  services  to  the  marketplace. 
They  bring  their  reputations  —  and  particularly  the 
reputation  of  acting  in  the  customer's  interest,  regard¬ 
less  of  whether  the  banker  was  acting  as  a  fiduciary 
With  the  explosive  growth  of  bank  involvement  in  the 
mutual  fund  market,  bankers  need  to  protect  their 
reputations  from  the  potential  stain  of  scandal  from  the 
activities  of  inept  or  less-than-honest  competitors. 

Our  statement  of  policy  will  help  protect  their  reputa¬ 
tions.  And  it  will  leave  no  doubt  that  all  banks  should 
make  protecting  the  interests  of  customers  a  critical 
part  of  their  sales  programs.  Banks  that  do  not  act 
responsibly  will  risk  enforcement  actions  from  their 
regulators. 

As  for  the  policy  statement’s  general  requirements,  it 
will  call  on  senior  bank  management  to  take  a  major 
and  active  role  in  any  investment  product  sales  pro¬ 
gram  in  which  the  bank  engages.  And  it  will  call  on  bank 
directors  to  adopt  policies  to  govern  these  sales. 

In  no  uncertain  terms,  our  statement  of  policy  will  stress 
that  the  standards  applied  to  banks  also  cover  other 
entities  —  for  example,  unrelated  broker/dealers  — 
involved  in  bank-related  sales  of  investment  products. 

And  it  will  stress  that  all  parties  —  banks  and  investment 
companies  —  engaged  in  these  types  of  sales  should 
enter  into  a  clear  agreement  that  outlines  the  duties  and 
responsibilities  of  each.  A  bank  will  escape  no  respon¬ 
sibility  for  protecting  the  customer  by  selling  through  or 
otherwise  working  with  an  outside  entity. 

Our  statement  of  policy  also  will  include  general 
guidelines  to  govern  investment  product  sales 
guidelines  consistent  with  the  Rules  of  Fair  Practice 
governing  sales  of  securities  by  broker/dealers  who  are 
members  of  the  National  Association  of  Securities 
Dealers. 


Our  guidelines  will  include  these  elements:  super¬ 
vision,  qualification,  training  and  compensation  of  per¬ 
sonnel;  product  names;  disclosures  and  advertising; 
and  the  suitability  of  recommendations  for  individual 
customers.  We  will  lean  heavily  on  disclosure.  For 
example,  we  will  call  on  banks  to  disclose  in  the 
clearest  possible  way  that  investment  products  are  not 
FDIC-insured. 

As  this  outline  of  our  policy  statement  shows,  our  inter¬ 
est  is  in  keeping  the  business  above  board.  That  is 
certainly  in  the  interest  of  the  banking  industry  as  a 
whole.  And  it  clearly  reflects  the  interest  of  the  bankers 
who  worked  with  us.  The  cooperation  among  bankers, 


other  groups,  and  the  OCC  on  this  statement  of  policy 
shows  that  we  can  work  together  when  it  is  in  our 
interest  to  do  so. 

I  am  not  here  today  to  declare  that  "a  new  day  has 
dawned”  or  that  "we've  turned  a  page"  or  any  of  the 
other  cliches  that  officials  use  when  trying  to  persuade 
people  that  the  future  will  be  different  from  the  past.  I 
am  not  here  to  declare  anything  other  than  my  willing¬ 
ness  to  work  with  you  to  see  that  we  get  meaningful 
regulatory  reform. 

In  and  of  itself,  that  is  a  giant  step  We  will  take  that  step. 
I  know  you  cannot  cross  a  chasm  in  two  small  jumps 
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Statement  of  Eugene  A.  Ludwig,  Comptroller  of  the  Currency,  before  the  Senate 
Committee  on  Banking,  Housing,  and  Urban  Affairs,  on  community  development 
and  community  reinvestment,  Washington,  D.C.,  July  15,  1993 


Mr.  Chairman  and  members  of  the  committee,  I  wel¬ 
come  this  opportunity  to  appear  before  you  today.  This 
committee  has  a  long  history  of  interest  in,  and  legisla¬ 
tive  action  on,  the  subjects  of  today's  hearing.  Mr. 
Chairman,  your  predecessor,  Senator  Proxmire  was 
the  principal  author  of  the  Community  Reinvestment 
Act  (CRA),  and  you  and  your  colleagues  continue  to  be 
national  leaders  in  the  areas  of  community  develop¬ 
ment  and  community  reinvestment. 

Your  invitation  letter  asked  me  to  discuss  the  admin¬ 
istration's  initiative  to  improve  the  implementation  and 
enforcement  of  the  CRA.  President  Clinton's  statement 
earlier  today  underscores  the  administration’s  commit¬ 
ment  to  making  sure  that  the  benefits  of  the  banking 
system  extend  to  all  segments  of  society.  Finding  better 
ways  to  encourage  depository  institutions  to  invest  in 
their  local  communities  is  an  important  part  of  that 
commitment.  In  consultation  with  the  banking  and  thrift 
industries,  community  groups,  and  the  other  bank  and 
thrift  regulatory  agencies,  the  OCC  will  work  vigorously 
to  carry  out  the  president’s  instruction  to  reform,  by 
year-end,  the  methods  we  use  to  carry  out  our  respon¬ 
sibilities  under  the  CRA. 

President  Clinton's  CRA  reform  initiative  is  critically 
important  to  the  economic  strength  of  the  United  States. 
Across  the  nation,  many  urban  and  rural  communities 
urgently  need  credit  and  other  banking  services.  Mil¬ 
lions  of  Americans  in  thousands  of  low-  and  moderate- 
income  neighborhoods  cannot  conveniently  open  a 
bank  account,  borrow  money  to  buy  a  home,  or  get  a 
small  loan  to  start  a  business  or  keep  one  going.  For 
these  Americans  and  their  neighborhoods,  the 
president's  initiative  holds  the  promise  of  a  more  solid 
foothold  in  the  economy,  and  a  brighter  future.  At  the 
same  time,  by  reducing  regulatory  uncertainty  and 
substituting  performance  for  process,  the  reform  initia¬ 
tive  will  make  it  possible  to  reduce  substantially  the 
burden  that  banks  and  thrifts  face  in  complying  with  the 
CRA. 

Background 

As  a  condition  of  their  charter,  all  national  banks,  and 
many  state-chartered  banks,  have  tor  many  decades 
been  required  to  serve  the  convenience  and  needs  of 
their  communities.  The  Community  Reinvestment  Act, 
enacted  in  1977,  is  in  many  respects  an  extension  of 
this  longstanding  statutory  requirement.  This  act  re¬ 
quires  federal  regulators  to  assess  the  record  of  each 


oank  and  thrift  in  meeting  the  credit  needs  of  its  com¬ 
munity,  and  to  take  that  record  into  account  when 
considering  corporate  applications  for  charters  or  for 
approval  of  mergers,  acquisitions,  or  branch  openings 
or  relocations. 

The  CRA  provides  a  framework  in  which  banks  and 
community  groups  can  work  together  to  bring  credit 
and  other  banking  services  to  underserved  neighbor¬ 
hoods.  Under  the  impetus  of  the  CRA,  many  banks 
have  opened  new  branches,  provided  expanded  ser¬ 
vices,  and  made  substantial  commitments  to  state  and 
local  governments  or  community  groups  to  increase 
lending  in  low-  and  moderate-income  neighborhoods. 

But  progress  in  carrying  out  the  goals  of  the  CRA  has 
been  uneven,  in  part  because  of  the  way  the  law  has 
been  implemented.  In  particular,  the  standards  against 
which  examiners  currently  judge  CRA  performance  are 
unclear  and  subjective,  resulting  in  inconsistencies  in 
the  CRA  evaluations  made  by  different  examiners  and 
by  different  banking  agencies.  Good  performance 
often  goes  unrewarded,  while  instances  of  inadequate 
service  to  low-  and  moderate-income  neighborhoods 
may  escape  the  notice  of  regulators. 

The  banking  agencies'  reliance  on  the  corporate  ap¬ 
plication  process  for  CRA  enforcement  has  led  to  fur¬ 
ther  inconsistencies.  In  effect,  banks  that  have  no 
corporate  applications  pending  are  not  always  held  to 
the  same  standard  as  banks  that  are  seeking  approval 
for  mergers  and  acquisitions.  As  a  result,  the  benefits 
of  the  CRA  have  not  been  evenly  distributed. 

The  credibility  of  the  CRA  process  has  been  cast  into 
doubt  by  the  fact  that,  while  many  neighborhoods 
remain  seriously  underserved,  the  vast  majority  of 
banks  receive  satisfactory  CRA  ratings.  Although  the 
law  requires  the  regulatory  agencies  to  disclose  to  the 
public  the  basis  for  each  bank's  CRA  rating,  along  with 
the  rating  itself,  the  information  released  by  the  agen¬ 
cies  has  not  always  allowed  members  of  the  public  to 
form  a  clear  understanding  of  the  judgments  behind  a 
bank's  CRA  rating. 

Most  seriously,  the  CRA  rating  system  has  focused  too 
much  on  the  process  banks  use  to  comply  with  the  law, 
and  not  enough  on  the  results.  CRA  regulations  spell 
out  in  great  detail  the  contents  of  CRA  notices  that 
banks  must  post  in  their  branch  lobbies,  the  files  of  CRA 
evaluations  and  public  comments  that  they  must  make 
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available  for  public  inspection,  and  how  they  should 
delineate  the  communities  they  serve  Banks  have  felt 
it  necessary  to  devote  significant  resources  to 
documenting  their  compliance  with  these  require¬ 
ments,  and  to  documenting  their  meetings  with  com¬ 
munity  groups.  The  assessment  factors  currently  used 
by  OCC  examiners  in  CRA  evaluations  concentrate  too 
heavily  on  such  efforts,  even  when  they  result  in  few,  if 
any,  community  loans  and  investments.  Bankers  com¬ 
plain,  with  some  justification,  that  the  current  implemen¬ 
tation  of  the  CRA  results  in  excessive  burden  relative  to 
the  benefits  that  the  system  produces. 

This  outcome  satisfies  no  one.  Bankers  consistently 
cite  CRA  as  one  of  the  most  burdensome  regulations 
imposed  on  them,  while  community  groups  charge  the 
banks  and  their  regulators  with  failing  to  carry  out  their 
responsibilities  under  the  law. 

Nothing  points  out  the  inadequacies  of  the  current  CRA 
system  more  clearly  than  the  debate  that  has  raged  for 
the  past  several  years  over  whether  banks  that  receive 
strong  CRA  ratings  should  enjoy  a  "safe  harbor”  from 
CRA-related  challenges  to  corporate  applications  if 
CRA  ratings  enjoyed  broader  credibility  —  if  banks  ana 
community  groups  could  agree  that  an  outstanding 
rating  signified  genuinely  outstanding  performance  — 
banks  would  not  need  such  a  safe  harbor,  because 
community  groups  would  see  little  to  be  gained  by 
challenging  banks  with  strong  ratings.  One  of  the  prin¬ 
cipal  goals  of  the  president's  reform  initiative  is  to 
achieve  a  CRA  rating  system  that  commands  respect 
from  all  parties. 

New  CRA  Initiatives 

The  CRA  reform  initiative  announced  by  President  Clin¬ 
ton  this  morning  is  intended  to  address  these  concerns. 
The  president  has  directed  the  regulatory  agencies  to 
develop  CRA  assessment  standards  that  are  based 
more  on  measurable  performance;  to  make  CRA  ex¬ 
aminations  less  burdensome  and  more  consistent  and 
evenhanded;  to  provide  the  public  with  better  informa¬ 
tion  on  CRA  evaluations;  and  to  take  tougher  enforce¬ 
ment  actions  against  institutions  with  persistently  poor 
CRA  performance. 

Performance-Based  Standards 

The  most  important  step  that  regulators  can  take  to 
improve  CRA  implementation  is  to  base  CRA  evalua¬ 
tions  more  on  an  institution’s  record  in  meeting  local 
needs  for  loans  and  other  banking  services,  and  less 
on  process  and  documentation.  This  shift  in  emphasis 
//ill  benefit  everyone  Low-  and  moderate-income  com- 
rr"jnities  //ill  gain  from  increased  community  lending 
and  investment  and  improved  access  to  banking 


facilities  and  services.  Banks  and  thrifts  will  gain  be¬ 
cause  clearer,  more  obiective  CRA  standards  will 
sharpiy  reduce  regulatory  uncertainty  and  compliance 
costs. 

CRA  evaluations  cannot  be  based  entirely  on  fixed 
numerical  performance  standards,  however.  CRA 
standards  must  allow  examiners  to  recognize  the  par¬ 
ticular  circumstances  of  each  community  and  each 
bank.  But  between  a  rigid  system  of  numerical  targets 
and  the  system  we  have  today,  there  is  considerable 
room  for  improvement.  Accordingly,  the  OCC  will  work 
with  the  other  federal  banking  agencies,  bankers,  and 
community  groups  to  develop  CRA  guidelines  that  use 
both  quantifiable  and  judgmental  factors  to  evaluate  a 
institution's  performance  in  meeting  the  needs  of  its 
community. 

I  cannot  tell  the  committee  precisely  what  form  the 
revised  CRA  guidelines  will  take  what  elements  of 
performance  will  go  into  CRA  ratings,  or  how  they  will 
oe  measured  These  are  matters  that  will  be  determined 
by  the  banking  agencies,  in  consultation  with  com¬ 
munity  organizations  and  bankers  from  around  the 
country,  in  the  months  ahead.  The  general  goals  of  the 
guidelines,  however,  are  clear:  to  base  CRA  ratings  to 
a  greater  extent  on  the  degree  to  which  institutions 
actually  provide  credit  and  other  banking  services  to 
the  communities  in  which  they  do  business,  and  to 
reduce  compliance  costs.  The  president  mentioned 
three  broad  categories  of  community  reinvestment  ac¬ 
tivities  that  revised  CRA  guidelines  might  include: 

•  Lending  to  low-  and  moderate-income  in¬ 
dividuals  and  neighborhoods,  small  busi¬ 
nesses,  and  small  farms. 

•  Investing  in  the  local  community,  with  a  par¬ 
ticular  focus  on  low-  and  moderate-income 
neighborhoods. 

•  Providing  banking  services  to  residents  of 
low-  and  moderate-income  neighborhoods. 

I  will  discuss  each  of  those  categories  briefly.  I  wish  to 
make  clear,  however,  that  my  remarks  are  highly 
preliminary;  I  can  speak  only  about  goals,  not  specific 
solutions.  We  have  not  yet  begun  the  process  of  con¬ 
sultation  with  industry  and  community  groups  that  will 
snape  the  final  outlines  of  the  reform  initiative. 

Lending.  The  CRA  states  that  banks  and  thrifts  have  a 
continuing  and  affirmative  obligation  to  help  meet  the 
credit  needs  of  their  local  communities.  The  most  ob¬ 
vious  way  for  banks  and  thrifts  to  meet  this  obligation 
is  through  community-based  lending,  such  as  residen¬ 
tial  mortgage  loans,  home  improvement  loans,  con- 
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sumer  loans,  and  loans  to  small  businesses  and  farms 
Measures  of  the  volume  and  geographical  distribution 
of  such  lending  are  therefore  likely  to  play  a  large  role 
in  the  revised  CRA  guidelines. 

I  would  emphasize  that  the  CRA  does  not  call  upon  any 
institution  to  make  loans  that  it  does  not  expect  to 
collect.  Loans  for  which  institutions  receive  CRA  credit 
are  subject  to  the  same  credit  underwriting  standards 
and  prudential  supervision  as  any  other  credit,  and 
should  pose  no  more  risk  to  the  lender. 

Investment.  In  addition  to  direct  lending,  banks  can 
invest  in  their  communities  by  investing  in  Community 
Development  Corporations,  Community  Development 
Projects,  Community  Development  Financial  Institu¬ 
tions,  or  bonds  issued  by  local  governments.  Such 
investments  give  banks  the  flexibility  to  address  com¬ 
munity  financing  needs  that  they  could  not  meet  them¬ 
selves  because  of  legal  restrictions  on  direct 
investments  by  insured  depository  institutions.  For  ex¬ 
ample,  investments  in  Community  Development  Cor¬ 
porations  and  Community  Development  Projects  are 
the  only  way  that  national  banks  can  legally  purchase 
the  stock  of  a  community  development  organization, 
provide  equity  to  low-income  housing  projects,  provide 
equity  or  second-lien  financing  to  small  businesses,  or 
invest  in  securities  that  are  not  investment  grade.  Such 
investments  receive  CRA  credit  today,  and  they  should 
continue  to  do  so. 

Although  investments  in  community  development  or¬ 
ganizations  can  serve  community  needs,  they  should 
continue  to  be  only  one  of  several  elements  that 
regulators  consider  when  evaluating  a  bank’s  CRA 
performance.  Institutions  should  not  be  permitted  to 
discharge  their  entire  CRA  obligation  simply  by  writing 
a  check  to  a  community  development  organization. 
Such  organizations  usually  have  a  limited  scope  of 
operation:  they  are  not  designed  to  address  the  full 
range  of  credit  needs  in  any  local  community,  and  there 
are  limitations  on  the  amount  of  funds  that  banks  are 
permitted  to  invest  in  them. 

Banking  Services.  The  third  area  highlighted  by  the 
president  is  the  provision  of  services.  In  order  to  help 
meet  the  credit  needs  of  their  communities,  institutions 
need  to  be  accessible  to  the  residents  of  low-  and 
moderate-income  neighborhoods.  The  location  of 
branches  in  low-  and  moderate-income  neighborhoods 
should  therefore  receive  credit  in  CRA  assessments. 
Branches  can  also  be  used  to  provide  other  essential 
banking  services,  such  as  credit  counseling  and  finan¬ 
cial  planning  and  low-cost  transaction  services.  Such 
services  can  be  particularly  important  to  residents  of 
low-  and  moderate-income  neighborhoods,  who  may 
have  less  financial  experience,  and  may  therefore  need 


more  assistance  than  other  bank  customers  in  obtain¬ 
ing  credit. 

As  we  develop  new  CRA  standards,  we  must  recognize 
the  diversity  of  the  institutional  and  community  settings 
in  which  banks  and  thrifts  operate.  How  any  particular 
institution  meets  its  CRA  obligations  will  depend  on  a 
variety  of  factors  including  its  overall  business  strategy, 
size,  financial  resources,  corporate  structure,  location, 
and  the  needs  of  the  community  in  which  it  operates. 
Although  all  institutions  must  strive  to  meet  CRA  re¬ 
quirements,  we  must  recognize  that  smaller  community 
banks  simply  cannot  engage  in  the  same  type  of 
sophisticated  efforts  (such  as  geocoding)  as  large 
banks  in  order  to  demonstrate  that  their  CRA  perfor¬ 
mance  is  satisfactory. 

The  agencies  must  also  seek  to  improve  their  methods 
for  assessing  the  CRA  performance  of  community 
banks,  rural  banks,  and  limited-service  institutions 
such  as  credit  card  banks.  An  institution  should  not 
automatically  be  presumed  to  have  a  satisfactory 
record  of  performance  simply  because  it  falls  into  one 
of  these  categories.  But  the  methods  used  to  assess 
CRA  performance  must  take  account  of  the  particular 
circumstances  of  institutions  that  occupy  specialized 
market  niches,  as  well  as  the  size  and  resources  of  the 
institution. 

Examination  Procedures 

Current  CRA  examination  procedures  attempt  to  pro¬ 
vide  guidance  to  examiners  and  institutions  regarding 
what  constitutes  satisfactory  CRA  performance.  In  their 
current  form,  however,  the  procedures  are  highly  sub¬ 
jective.  This  subjectivity  can  lead  to  inconsistencies  in 
the  CRA  assessments  made  by  two  examiners  at  the 
same  agency,  as  well  as  inconsistencies  among  agen¬ 
cies.  Such  inconsistencies  are  inequitable  to  the  institu¬ 
tions  being  examined,  and  make  it  difficult  for  members 
of  the  public  to  make  meaningful  comparisons  of  the 
CRA  performance  of  different  banks.  As  part  of  the 
president's  initiative,  the  agencies  will  rewrite  their  ex¬ 
amination  procedures  to  make  greater  use  of  quantifi¬ 
able  measures  that  clearly  gauge  CRA  performance, 
and  thereby  make  the  procedures  clearer  and  less 
burdensome. 

Public  Participation 

Because  public  participation  is  critical  to  the  success¬ 
ful  evaluation  of  an  institution's  record  of  ascertaining 
and  meeting  community  credit  needs,  guidance  to 
examiners  should  make  it  clear  that  they  should  solicit 
input  from  the  public  about  an  institution's  CRA  record 
as  part  of  the  examination  process.  To  emphasize  the 
importance  of  this  aspect  of  CRA  evaluations,  OCC 
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compliance  staff  in  each  district  will  meet  regularly  with 
community  groups  for  the  purpose  of  soliciting  their 
views  on  community  credit  needs  and  the  performance 
of  national  banks  in  meeting  them. 

CRA  performance  evaluations  should  thoroughly  ex¬ 
plain  the  quantitative  and  judgmental  factors  that  lead 
to  the  assignment  of  a  particular  rating  to  an  institution 
The  evaluations  should  be  sufficiently  standardized  to 
permit  meaningful  comparisons  of  ratings,  including 
comparisons  of  institutions  regulated  by  different  agen¬ 
cies. 

CRA  performance  evaluations  should  also  be  readily 
accessible  to  the  public.  Currently,  members  of  the 
public  can  obtain  copies  of  a  bank’s  CRA  performance 
evaluation  either  from  the  bank  or  from  its  primary 
federal  regulator.  Under  current  practices,  access  can 
be  difficult.  Banks  and  thrifts  are  required  only  to  make 
the  evaluation  available  at  one  branch.  The  agencies 
have  separate  systems  for  providing  evaluations.  A 
member  of  the  public  who  wanted  to  compare  the 
ratings  of  several  institutions  may  have  to  go  to  the  effort 
of  contacting  three  different  agencies.  Given  the  impor¬ 
tance  of  public  participation  in  the  CRA  process,  the 
agencies  will  work  together  to  see  how  they  can  ensure 
better  public  access  to  CRA  performance  evaluations. 

Training 

The  OCC  has  been  criticized  for  being  the  only  federal 
bank  regulatory  agency  not  to  have  established  a  spe¬ 
cialized  corps  of  examiners  devoted  to  compliance 
programs  such  as  CRA.  We  are  now  in  the  process  of 
setting  up  a  program  that  will  train  at  least  1 00  specialist 
compliance  examiners.  Under  the  new  compliance 
training  program,  all  examiners  will  receive  expanded 
training  and  experience  in  compliance  programs 
during  the  early  years  of  their  career.  After  a  period  of 
training,  OCC  examiners  will  choose  to  focus  either  on 
safety  and  soundness  or  on  compliance.  We  believe 
this  program  offers  the  best  of  both  worlds:  an  examina¬ 
tion  work  force  with  special  expertise  in  particular 
areas,  but  common  training  and  basic  experience  in  all 
aspects  of  bank  examination. 


Enforcement 

Enforcement  of  CRA  compliance  currently  rests  largely 
on  the  banking  agencies'  authority  to  deny  corporate 
applications  from  institutions  with  unsatisfactory  CRA 
records.  This  provides  regulators  with  some  leverage 
over  institutions  that  are  large  enough  to  face  frequent 
branch  opening  or  relocation  decisions  or  that  are 
active  in  mergers  and  acquisitions  Although  few  cor¬ 
porate  applications  received  from  such  institutions  are 
denied  outright  on  the  basis  of  CRA  concerns,  many 
are  approved  conditionally,  with  the  institution  being 
required  to  make  improvements  in  its  CRA  performance 
before  it  can  go  forward  with  an  acquisition  or  merger. 

But  institutions  that  are  not  planning  to  make  any  cor¬ 
porate  applications  have,  until  now,  faced  almost  no 
consequences  for  unsatisfactory  CRA  performance, 
aside  from  the  public  relations.  As  part  of  the 
president's  initiative,  regulators  will  investigate  ways  to 
ensure  satisfactory  CRA  performance  on  the  part  of  all 
insured  depository  institutions,  and  to  take  credible 
enforcement  action  against  institutions  that  have  had 
persistently  poor  CRA  performance  and  that  have  been 
directed  by  regulators  to  take  remedial  action  and  have 
failed  to  do  so. 

Conclusion 

The  key  to  the  president’s  initiative  is  focusing  the  CRA 
program  more  on  quantifiable  measures  of  perfor¬ 
mance,  such  as  how  much  banks  and  thrifts  lend  and 
invest  in  low-  and  moderate-income  neighborhoods, 
how  accessible  they  are  to  their  customers,  and  what 
services  they  provide.  By  moving  to  a  system  that  is 
based  more  on  performance,  we  believe  that  we  can 
increase  the  access  of  underserved  neighborhoods  to 
credit  and  other  banking  services,  while  at  the  same 
time  reducing  a  heavy  regulatory  burden  on  the  bank¬ 
ing  and  thrift  industries.  This,  I  believe,  would  bring  us 
much  closer  to  the  original  intent  of  the  Community 
Reinvestment  Act. 
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Today  I  will  discuss  my  views  on  the  state  of  the  banking 
industry,  and  outline  some  thoughts  about  the  direc¬ 
tions  in  which  I  believe  federal  banking  policy  will  be 
heading  during  the  next  several  years 

Condition  of  the  Banking  Industry 

We  stand  at  an  historic  crossroads  for  the  banking 
industry  On  the  one  hand,  as  all  of  you  know,  the 
industry  has  been  in  a  secular  decline  relative  to  other 
financial  services  sectors  for  most  of  this  century. 
Banks’  share  of  the  nation’s  financial  assets  has  been 
declining  for  decades.  This  decline  accelerated  sharp¬ 
ly  in  the  1980s  In  1980.  commercial  banks  held  37 
percent  of  all  financial  assets  Savings  and  loans 
savings  banks,  and  credit  unions  held  an  additional  21 
percent,  bringing  the  total  for  all  deposit  intermediaries 
to  58  percent.  By  1 990,  the  commercial  bank  share  had 
dropped  to  32  percent,  and  the  total  for  all  deposit 
intermediaries  had  dropped  to  48  percent.  For  bankers, 
this  10-point  decline  in  the  span  of  a  single  decade  is 
deeply  troubling.  From  a  public  policy  perspective,  all 
of  us  ought  to  be  concerned  to  the  extent  that  that 
10-point  decline  reflects  inappropriate  or  inefficient 
regulation. 

On  the  other  hand,  the  industry  finds  itself  today  in  the 
midst  of  a  powerful  cyclical  recovery.  Contrary  to 
opinion  in  some  quarters,  I  do  not  believe  this  recovery 
merely  reflects  today's  benign  interest  rate  environ¬ 
ment.  True,  depository  institutions  have  benefitted  from 
the  positive  yield  curve. 

But  even  if  the  curve  were  to  flatten  somewhat,  the 
resulting  compression  in  margins  would  not  abort  the 
recovery  for  most  banks.  In  addition  to  the  benefits  of 
the  yield  curve,  five  important  structural  forces  are  at 
work.  These  forces,  in  my  view,  will  probably  continue 
to  support  strong  bank  economic  performance  over  the 
intermediate  term  even  after  the  yield  curve  flattens  a 
bit. 

First,  as  you  are  well  aware,  for  most  institutions,  credit 
quality  continues  to  improve,  and  declining  loan  loss 
provisions  are  likely  to  support  further  gains  in  eco¬ 
nomic  performance. 

Second,  reserves  and  capital  are  stronger  than  at  any 
point  in  recent  decades. 


Third,  we  have  witnessed  and  continue  to  witness  a 
trend  toward  consolidation  and  the  withdrawal  of 
weaker  players  from  the  market.  This  consolidation  — 
in  combination  with  the  psychological  scars  produced 
by  recent  credit  losses  —  is,  i  think  you  will  agree,  likely 
to  produce  somewhat  more  rational  pricing  in  the  1 990s 
than  we  saw  during  much  of  the  1980s. 

Fourth,  regulatory  policy  has  improved,  and  continues 
to  improve,  balance  sheet  integrity.  I  am  among  those 
who  have  criticized  certain  regulatory  excesses  But  as 
analysts  and  investors,  you  know  that  bank  stock  valua¬ 
tions  have  been  penalized  historically  by  uncertainties 
surrounding  credit  quality  and  reserve  valuations  On 
balance,  I  believe  that  regulatory  shifts  in  recent  years 
have  improved  the  credibility  and  reliability  of  bank 
earnings  statements.  The  valuations  attached  to  Dank 
earnings  may  well  rise  as  recognition  of  that  change 
sets  in. 

Finally,  the  current  macro-economic  environment  is 
favorable  for  banking.  We  find  ourselves  in  a  moderate 
growth,  low  inflation,  and  low  interest  rate  environment 
—  virtually  an  optimal  environment  for  most  financial 
institutions,  as  you  well  know. 

This  curious  juxtaposition  —  an  expectation  of  con¬ 
tinued  long-term  decline  versus  sharp  short-term 
recovery  —  makes  the  immediate  course  of  federal 
banking  policy  particularly  important  for  bankers  and 
bank  shareholders.  Let  us  now  turn  to  that  subject,  and 
address  three  particular  areas  of  policy  concern: 

•  Safety  and  soundness  regulation 

•  Regulation  of  products,  services,  and  geo¬ 
graphic  reach. 

•  Compliance  regulation 

Safety  and  Soundness  Regulation 

Maintaining  the  safety  and  soundness  of  the  banking 
system  has  been  the  central  objective  of  bank  regula¬ 
tion  since  bank  regulation  was  invented  It  will  remain 
central  during  my  tenure  as  Comptroller. 

In  this  regard,  I  want  to  comment  briefly  on  the  reason 
we  have  safety  and  soundness  regulation  It  has  be- 
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come  commonplace  to  discuss  safety  and  soundness 
regulation  in  the  banking  system  as  though  its  sole 
purpose  were  to  protect  the  deposit  insurance  fund.  We 
have  only  to  look  at  the  role  that  weakness  in  the 
banking  system  played  in  bringing  about  the  recent 
recession  to  realize  that  safety  and  soundness  in  the 
banking  system  remains  integral  not  just  to  protecting 
the  deposit  insurance  fund,  but  also  to  long-term 
economic  stability  and  growth. 

Nevertheless,  it  remains  true  that  while  many  financial 
services  providers  face  some  minimal  level  of  state  or 
federal  safety  and  soundness  regulation,  only  oanks 
face  the  additional  layer  of  regulation  created  by  the 
special  needs  of  the  deposit  insurance  system.  These 
substantial  burdens  may  well  put  banks  at  a  permanent 
competitive  disadvantage  vis-a-vis  other  financial  ser¬ 
vices.  Nonetheless,  because  the  deposit  insurance 
system  has  become  substantially  stronger  in  recent 
years,  I  believe  the  extent  of  that  disadvantage  may 
diminish  as  the  costs  of  deposit  insurance-related 
safety  and  soundness  regulation  prove  containable. 
This  happy  development  may  not  suffice  to  reverse  the 
secular  decline  in  banking,  but  its  effects  can  only  be 
positive. 

Much  of  the  credit  for  strengthening  the  deposit  in¬ 
surance  system,  in  my  opinion,  goes  to  the  much- 
maligned  Federal  Deposit  Insurance  Corporation 
Improvement  Act  of  1991,  FDICIA.  Certainly,  this  statute 
is  far  from  perfect.  I  have  been  working  with  my  col¬ 
leagues  in  the  regulatory  community  and  the  ad¬ 
ministration  to  mitigate  some  of  FDICIA’s  excesses  and 
inconsistencies. 

But  at  the  risk  of  being  stoned  to  death,  I  will  venture  to 
say  that  FDICIA's  overall  effects  —  and  especially  the 
effects  of  its  prompt  corrective  action  requirements  for 
aggressive  regulatory  intervention  in  troubled  banks  — 
have  been  fundamentally  positive  for  America's  bank¬ 
ing  industry. 

Developments  other  than  FDICIA  have  also  —  to  my 
mind  —  strengthened  the  deposit  insurance  fund. 
Foremost  among  these  are  the  improving  condition  of 
the  fund  itself  and  the  recent  enactment  of  depositor 
preference  rules. 

Taken  together,  these  developments  have  set  the  stage 
for  new  regulatory  directions  that  can  only  strengthen 
the  banking  industry  By  reducing  apprehension  about 
the  deposit  insurance  fund  and  exposure  to  the  tax¬ 
payers,  they  make  possible  renewed  pursuit  of  new 
products  and  services  for  the  oanking  industry  —  a 
subject  about  which  I  will  have  more  to  say  in  a  moment. 
Moreover  and  more  tangibly,  they  make  possible,  in- 
deed  likely  a  substantial  reduction  in  deposit  insurance 


costs  within  the  next  few  years,  when  the  Bank  In¬ 
surance  Fund  is  replenished. 

Practically,  what  does  this  mean  about  how  safety  and 
soundness  regulation  will  evolve  in  the  next  several 
years?  I  think  there  have  been  several  important  im¬ 
plications  thus  far: 

•  Aggressive  efforts  to  reduce  the  costs  of 
regulation  to  the  banking  industry  without 
compromising  safety  and  soundness. 

•  Recognition  that  safety  and  soundness 
regulation  is  not  an  end  in  itself  but  a  means 
to  the  ends  of  economic  growth  and  competi¬ 
tion  that  benefits  consumers  and  the 
economy  as  a  whole. 

•  Reorientation  of  safety  and  soundness 
regulation  toward  protection  against  systemic 
failures,  and  away  from  excessive  efforts  to 
prevent  failures  of  individual  institutions  — 
recognizing  that,  to  have  competitive 
markets,  we  will  have  to  accept  the  failure  of 
some  market  participants. 

•  Encouragement  of  industry  self-regulation  as 
an  aid  to  government  regulation  that  can,  in 
appropriate  instances,  reduce  regulatory 
costs  to  the  industry  and  produce  more  care¬ 
fully  tailored  responses  to  public  policy 
problems  than  Congress  or  the  regulatory 
agencies  are  able  to  provide. 

Regulation  of  Products  and  Services 

Next,  I  want  to  turn  to  a  related  policy  area  I  touched  on 
a  moment  ago  —  laws  and  regulations  that  restrict  the 
range  of  products  and  services  banks  can  offer  and 
limit  their  geographic  reach.  Although  these  laws  and 
regulations  mainly  have  their  origin  in  concerns  over 
safety  and  soundness,  their  relationship  to  safety  and 
soundness  in  the  banking  system  has  been  a  matter  of 
constant  debate. 

You  would  think  that  a  serious  policy  discussion  of  these 
iaws  would  focus  on  how  they  affect  consumers  and 
the  economy.  Oddly,  and  sadly,  however,  the  debate 
over  these  restrictions  —  at  least  in  recent  years  —  has 
been  framed  almost  entirely  in  terms  of  whether  chan¬ 
ges  in  these  laws  and  regulations  would  be  good  or  bad 
for  banks. 

This  strange  focus  has  sometimes  led  us  to  strange 
conclusions.  To  my  mind,  the  argument  that  selling 
insurance  creates  safety  and  soundness  problems  for 
banks  simply  lacks  credibility,  while  the  argument  that 
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selling  insurance  would  benefit  consumers  seems  vir¬ 
tually  self-evident.  Yet  bank  sales  of  insurance  remain 
significantly  restricted.  And,  although  there  are  details 
to  be  worked  out,  the  arguments  with  respect  to  inter¬ 
state  branching  are  at  worst  only  slightly  less  cut  and 
dried.  But  interstate  branching  remains  prohibited 

Over  the  long  haul,  locking  banks  away  from  oppor¬ 
tunities  to  engage  in  safe  and  sound  financial  services 
activities  tends  to  reduce  both  competitiveness  and 
safety  and  soundness,  and,  by  reducing  the  range  of 
products  and  services  from  which  consumers  may 
choose,  impoverishes  our  marketplace  and  our  economy. 

I  believe  new  bank  products  and  services  should  be 
presumed  permissible  if  they  satisfy  two  tests: 

•  First,  they  must  not  cause  material  safety  and 
soundness  problems. 

•  Second,  adding  the  new  product  or  service 
should,  on  balance,  benefit  consumers  of 
financial  services  —  and  here  I  mean  con¬ 
sumers  in  the  broadest  sense,  large  and 
small,  businesses  as  well  as  individuals. 

Win,  lose  or  draw,  where  a  new  power  or  innovation 
meets  these  tests,  I  will  approve  it  —  if  I  have  the 
authority  to  do  so.  Where  I  do  not  have  that  authority,  I 
will  support  —  and  where  appropriate,  seek  —  legisla¬ 
tive  change  to  permit  the  expansion. 

My  calculus  is  straightforward.  Relative  to  the  financial 
services  sector  as  a  whole,  the  banks’  traditional  busi¬ 
ness  of  lending  money  is  becoming  a  niche  business. 
Even  within  that  niche,  the  role  of  banks  is  declining. 
The  largest  and  best  borrowers  have  long  since  gone 
to  the  commercial  paper  markets.  Mortgage  lending  is 
now  largely  securitized,  and  we  are  seeing  increasing 
securitization  of  other  parts  —  and  primarily  the  better 
parts  —  of  the  banks'  traditional  loan  portfolios. 

If  laws  and  regulations  limit  banks  to  the  business  of 
lending,  the  drift  of  the  better  parts  of  that  business  to 
other  financial  services  providers  means  that  banks 
must  go  farther  and  farther  out  on  the  risk  curve  in  order 
to  maintain  profitability.  One  can  correctly  explain  ex¬ 
cesses  in  loans  to  developing  countries,  highly 
leveraged  transactions,  and  commercial  real  estate 
lending  as  a  reflection  of  this  phenomenon.  Regulators 
can  try  to  compensate  for  this  tendency  through  ag¬ 
gressive  supervision,  but  anybody  who  thinks  our 
regulatory  apparatus  can  altogether  control  such  a 
basic  market  force  should  think  again. 

Lending  is  inherently  risky,  and  bank  lending  is  getting 
riskier  as  higher  quality  credits  increasingly  move  out 


of  the  banking  system.  If  we  leave  banks  without  other 
safe  lines  of  business,  we  are  sowing  the  seeds  of 
disaster  —  guaranteeing  that  the  industry  will  become 
steadily  less  safe  and  less  sound,  and  that  we  will  pay 
the  price  tomorrow. 

Of  course,  some  have  argued  that  it  is  good  to  bring 
about  the  demise  of  the  banking  system  by  limiting 
banks  to  a  very  narrow  range  of  activities.  Realistically, 
however,  I  do  not  believe  we  have  that  option.  A  $3 
trillion  industry  cannot  disappear  quietly.  The  drift  to  a 
smaller  banking  industry  could  cause  economic  dis¬ 
location  and  periods  of  sectoral  and  perhaps  even 
national  shortages  of  credit.  Moreover,  to  the  extent  this 
withering  away  is  caused  by  non-market  forces,  it  will 
make  our  financial  sector  and  our  economy  less  effi¬ 
cient. 

Compliance  Regulation 

Finally,  I  want  to  speak  briefly  about  compliance  or 
fairness  regulation.  This  is  a  subject  on  which  I  have 
spent  a  great  deal  of  time,  both  because  of  my  personal 
commitment  to  combat  illegal  discrimination  in  the 
banking  system,  and  because  the  president  has 
directed  me,  along  with  the  other  bank  regulators,  to 
pursue  reform  of  the  Community  Reinvestment  Act. 

I  raise  this  subject  here  today  not  to  bore  you  with  the 
details  of  these  efforts.  These  are  subjects  on  which  I 
have  had  many  other  occasions  to  speak,  and  that  I 
know  hold  limited  interest  and  perhaps  less  relevance 
for  most  of  you. 

But  I  do  want  to  offer  this  observation,  which  I  think  is 
relevant  to  many  of  you.  To  date,  of  all  the  financial 
services  sectors,  banking  has  carried  by  far  the 
heaviest  load  of  social  responsibilities.  I  believe  the 
unmistakable  trend  is  toward  a  more  equitable  distribu¬ 
tion  of  that  load.  The  signs  are  already  apparent.  In 
recent  years,  legislation  has  imposed  new  reporting 
burdens  on  mortgage  banks,  new  low-income  lending 
targets  on  Fannie  Mae  and  Freddie  Mac.  And  several 
congressional  committees  are  now  looking  into  redlin¬ 
ing  in  the  insurance  industry. 

I  believe  we  are  likely  to  see  continuing  extensions  to 
non-bank  financial  services  providers  of  at  least  some 
of  tne  social  obligations  that  have  been  imposed  on 
banks.  Hopefully,  the  political  system  will  design  any 
new  obligations  in  a  manner  that  minimizes  government 
intervention  and  does  not  unduly  interfere  with  market 
function. 

Some  of  you  will  welcome  these  developments.  Others 
may  not.  In  any  event,  I  think  the  trend  does  portend  a 
more  level  playing  field  for  commercial  banks,  new 
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obligations  for  other  financial  services  providers,  and, 
I  hope,  improved  access  to  capital  for  America's  low- 
income  individuals  and  neighborhoods. 

Conclusion 

To  a  great  extent,  the  banking  industry's  future  lies  in 
the  hands  of  market  forces  well  beyond  the  reach  of 
regulators  But  some  portion  of  the  banking  industry’s 
long  secular  decline  almost  certainly  reflects  the  costs 
of  regulatory  ineptitude  and  excesses. 

As  Comptroller  of  the  Currency,  I  will  work  nara  to 
preserve  safety  and  soundness  in  the  banking  industry 


and  improve  access  to  credit  for  consumers.  However 
—  and  let  there  be  no  mistake  about  it  —  I  take  seriously 
the  need  to  pursue  these  objectives  in  the  manner  that 
minimizes  regulatory  costs  to  the  banking  industry  and 
provides  the  greatest  possible  scope  for  market  ac¬ 
tivities.  Effective  regulation  nonetheless  can  improve 
the  health  of  the  banking  industry,  extend  the  range  of 
products  and  services  available  to  consumers,  and 
contribute  to  a  brighter  economic  future  for  America.  A 
modern,  competitive,  and  effectively  regulated  banking 
system  still  has  much  to  offer  to  the  public,  the 
economy,  and  the  next  generations  of  Americans. 
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Introduction 

Mr.  Chairman  and  members  of  the  subcommittee,  i 
welcome  this  opportunity  to  discuss  President  Clinton’s 
initiative  to  improve  the  implementation  of  the  Com¬ 
munity  Reinvestment  Act  (CRA).  The  administration  is 
committed  to  ensuring  that  the  benefits  of  a  safe  and 
sound  banking  system  extend  to  all  segments  of 
society.  Finding  oetter  ways  to  encourage  depository 
institutions  to  invest  in  their  local  communities  is  a  key 
part  of  that  commitment. 

The  president  has  challenged  the  OCC  and  the  other 
federal  banking  regulators  to  make  fundamental  chan¬ 
ges  in  the  way  they  administer  the  CRA.  He  has  asked 
the  agencies  to  develop  clearer  and  more  objective 
standards  for  CRA  performance,  to  eliminate  unneces¬ 
sary  documentation  requirements,  and  to  improve  con¬ 
sistency  in  CRA  examinations  and  enforcement. 

Meeting  the  challenge  set  by  President  Clinton  will  not 
be  easy.  The  CRA  has  been  a  focus  of  controversy 
throughout  the  15  years  of  its  existence.  From  the 
beginning,  bankers  have  complained  about  the  high 
cost  of  complying  with  CRA  regulations,  while  com¬ 
munity  groups  have  complained  that  many  com¬ 
munities  remain  underserved  because  the  CRA 
evaluation  process  does  not  focus  enough  on  actual 
lending,  investments  made,  and  services  proviaed. 
Finding  practical  solutions  that  address  these  con¬ 
cerns  has  proven  to  be  difficult  in  the  past. 

In  order  to  develop  a  reform  program  that  addresses 
the  needs  of  everyone,  regulators  are  working  together 
and  conducting  public  hearings  to  solicit  public  com¬ 
ment.  Along  with  the  Federal  Deposit  Insurance  Cor¬ 
poration  (FDIC),  the  Office  of  Thrift  Supervision  (OTS), 
and  the  Federal  Reserve  Board,  the  OCC  is  listening  to 
testimony  from  community  groups,  small  businesses, 
financial  institutions,  local  governments,  and  other  in¬ 
dividuals  and  organizations  on  what  changes  are 
needed  in  the  way  we  administer  the  CRA.  The  OCC  is 
working  vigorously  with  our  fellow  regulators  to  incor¬ 
porate  what  we  learn  from  public  hearings  into  the  CRA 
reforms  that  we  plan  to  make  by  year-end. 

The  OCC  is  also  proceeding  in  some  areas  on  its  own 
to  improve  the  administration  of  the  CRA.  As  part  of  this 


effort,  I  recently  announced  a  new  program  to  improve 
the  quality  and  frequency  of  national  bank  examina¬ 
tions  in  the  compliance  area  that  includes  CRA  and 
other  consumer  regulations. 

I  want  to  underscore  that  our  efforts  will  not  produce  a 
panacea.  Reform  of  CRA  regulations  and  examination 
procedures  cannot  solve  ail  the  problems  of  distressed 
rural  and  urban  communities,  nor  answer  all  the  com¬ 
plaints  of  bankers  about  regulatory  burden  Neverthe¬ 
less.  we  are  committed  to  utilize  fully  this  opportunity  to 
improve  significantly  on  how  the  CRA  is  administered 
and  enforced. 

l  also  want  to  emphasize  that  the  administration  does 
not  regard  the  CRA  program  as  a  handout  for  dis¬ 
tressed  communities.  The  CRA  requires  banks  and 
thrifts  to  help  meet  the  legitimate  credit  needs  of  their 
communities,  including  low-  and  moderate-income 
areas,  and  poor  rural  areas.  Loans  for  which  institutions 
receive  CRA  consideration  are  subject  to  prudential 
supervision,  and  banks  and  thrifts  should  and  will  make 
profits  from  this  pool  of  loans.  For  that  reason,  a  more 
clearly  focused  CRA  will  not  undermine  the  safety  and 
soundness  of  insured  banks  and  thrifts. 

Why  the  President  Challenged  Us 

As  a  condition  of  their  charters,  national  banks  have  for 
several  decades  been  expected  to  serve  the  con¬ 
venience  and  needs  of  their  communities.  The  Com¬ 
munity  Reinvestment  Act,  enacted  in  1977,  is  in  many 
respects  an  extension  and  clarification  of  this  long¬ 
standing  statutory  requirement.  The  act  —  and  the 
regulations  issued  under  it  —  require  federal  regulators 
to  assess  the  record  of  each  bank  and  thrift  in  meeting 
the  credit  needs  of  its  community,  and  to  take  that 
record  into  account  when  considering  corporate  ap¬ 
plications  for  charters  or  for  approval  of  mergers,  ac¬ 
quisitions,  branch  openings,  or  office  relocations. 

The  CRA  provides  a  framework  in  which  depository 
institutions  and  community  groups  can  work  together 
to  ensure  that  credit  and  other  banking  services  are 
available  to  underserved  communities.  Under  the  im¬ 
petus  of  the  CRA,  many  banks  and  thrifts  have  opened 
new  branches,  provided  expanded  services,  and 
made  substantial  commitments  to  state  and  local 
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governments  or  community  groups  to  increase  lending 
to  all  segments  of  society. 

However,  the  current  CRA  process  lacks  credibility  with 
the  banking  industry  and  the  communities  that  the  act 
is  intended  to  benefit.  Although  the  vast  majority  of 
banks  receive  satisfactory  CRA  ratings,  community 
groups  denounce  this  rating  system,  because  many 
neighborhoods  remain  seriously  underserved  At  the 
same  time,  bankers  complain  that  the  current  im¬ 
plementation  of  the  CRA  results  in  excessive  burden 
relative  to  the  Benefits  that  the  system  produces.  I  have 
looked  at  individual  bank  CRA  evaluations  and  find  that 
both  cankers  and  community  groups  have  some  foun¬ 
dation  for  their  complaints. 

Progress  in  carrying  out  the  goals  of  the  CRA  has  been 
uneven  for  many  reasons.  Some  fault  lies  with  the  way 
the  regulatory  agencies  have  chosen  to  implement  the 
law.  In  particular,  the  standards  against  which  ex¬ 
aminers  currently  judge  CRA  performance  are  unclear 
and  highly  subjective,  resulting  in  inconsistencies  in 
CRA  evaluations  made  by  different  examiners  and  by 
different  regulatory  agencies.  Good  performance  can 
go  unrewarded,  while  inadequate  service  to  low-  ana 
moderate-income  urban  neighborhoods  and  poor  rural 
areas  may  escape  the  notice  of  regulators. 

The  CRA  rating  system  has  focused  too  much  on  the 
process  depository  institutions  use  to  comply  with  the 
law,  and  not  enough  on  the  results  of  those  efforts.  The 
CRA  regulations  spell  out  in  great  detail  the  contents  of 
CRA  notices  that  banks  and  thrifts  must  post  in  their 
branch  lobbies,  the  files  of  CRA  evaluations  and  public 
comments  that  banks  and  thrifts  must  make  available 
for  public  inspection,  and  how  banks  and  thrifts  should 
delineate  the  communities  they  serve.  Bankers  nave 
felt  it  necessary  to  devote  significant  resources  to 
documenting  their  performance  as  measured  by  the 
CRA  assessment  factors,  because  evaluations  con¬ 
centrate  too  much  on  such  documentation,  rather  than 
the  extent  of  the  institution's  community  loans  or  invest¬ 
ments. 

Further  inconsistencies  arise  from  the  use  of  the  cor¬ 
porate  application  process  to  administer  CRA  require¬ 
ments.  Banks  and  thrifts  that  have  no  corporate 
applications  pending  may  not,  in  effect,  be  held  to  the 
same  standard  as  banks  and  thrifts  that  are  seeking 
approval  for  mergers  and  acquisitions.  As  a  result,  the 
benefits  and  responsibilities  of  the  CRA  have  not  been 
evenly  distributed 

One  of  the  principal  goals  of  the  president's  reform 
initiative  is  to  achieve  a  CRA  rating  system  that  com¬ 
mands  respect  from  all  parties  The  president  estab¬ 
lished  some  broad  principles  that  will  guide  the 


agencies'  reform  efforts.  He  called  for  CRA  assessment 
standards  that  are  based  more  on  measurable  perfor¬ 
mance,  less  burdensome  CRA  examinations  that  are 
more  consistent  and  evenhanded,  better  public  access 
to  information  on  CRA  evaluations,  and  tougher  actions 
against  institutions  with  persistently  poor  CRA  perfor¬ 
mance.  What  remains  is  for  the  regulators  to  determine 
the  specific  CRA  reforms  that  will  best  achieve  the 
president's  goals. 

Meeting  the  President's  Challenge 

Tne  OCC  is  meeting  the  president’s  challenge  with 
several  initiatives,  some  on  our  own  and  others  in 
cooperation  with  the  Federal  Reserve  Board,  FDiC  and 
OTS.  We  are  working  with  the  other  banking  agencies 
to  revise  the  CRA  regulation,  within  the  current  statutory 
framework,  and  to  develop  quantifiable  assessment 
factors.  Moreover,  at  the  OCC,  we  are  reviewing  our 
compliance  examination  procedures,  including  CRA, 
and  improving  examiner  training.  Further,  we  are 
developing  avenues  for  administering  CRA  require¬ 
ments  for  banks  and  thrifts  that  are  not  seeking  to 
merge  or  open  new  branches.  These  changes  will  help 
the  OCC  ensure  that  CRA  evaluations  are  thorough  and 
accurate. 

Regulatory  Reform:  General  Principles 

The  first  part  of  our  reform  program  is  to  improve  the 
CRA  regulation  by  revising  the  performance  standards 
so  that  they  are  more  objective  and  therefore  more 
meaningful  for  both  financial  institutions  and  their  cus¬ 
tomers.  To  achieve  this  objective,  as  well  as  ensure  that 
CRA  does  not  impose  unnecessary  burdens  on  institu¬ 
tions,  we  have  several  operating  principles. 

Public  Participation.  To  ensure  that  CRA  reform  deals 
with  the  needs  of  the  banking  industry,  community 
groups,  and  other  key  sectors  of  the  community,  the 
OCC  and  the  other  federal  banking  regulators  have 
scheduled,  and  will  complete  next  week,  a  series  of 
public  hearings  around  the  country.  The  views  of  rep¬ 
resentatives  from  the  banking  industry,  community 
groups,  representatives  of  local  governments,  and 
others  gathered  at  these  meetings  will  help  us  to 
develop  a  formal  record  of  ideas  on  CRA  regulatory 
reform.  Consistent  with  the  aims  of  the  president’s 
initiative,  we  asked  the  participants  in  these  hearings 
to  focus  on  the  following  questions: 

•  In  what  specific  way  can  the  CRA  regulations 
be  improved  to  provide  increased  perfor¬ 
mance,  clarity,  and  objectivity? 

•  In  what  specific  ways,  if  any,  have  the  existing 
12  CRA  assessment  factors  forced  banks  to 


maintain  unnecessary  and  unproductive  CRA 
documentation?  How  should  these  factors  be 
changed? 

•  What  objective  factors  should  be  incor¬ 
porated  into  the  new  CRA  standards  to  focus 
community  reinvestment  activities  on  loans  to 
low-  and  moderate-income  individuals  and 
neighborhoods,  small  businesses,  and  small 
farms;  investments  in  low-  and  moderate-in¬ 
come  neighborhoods;  and  provision  of  bank¬ 
ing  services  to  residents  of  low-  and 
moderate-income  neighborhoods? 

•  in  developing  new  CRA  performance  stand¬ 
ards,  should  differences  among  oanks  and 
thrifts  (location,  corporate  structure,  product 
lines,  etc.)  be  explicitly  taken  into  account?  If 
yes,  how  should  these  situations  be  incor¬ 
porated  into  new  standards? 

The  Need  for  Performance-Based  Standards.  The  most 
important  step  that  regulators  can  take  to  improve  CRA 
implementation  is  to  base  CRA  evaluations  more  on  an 
institution’s  record  in  meeting  local  needs  for  ioans  and 
other  banking  services,  and  less  on  process  and 
documentation.  Everyone  should  benefit  from  this  shift 
in  emphasis.  Low-  and  moderate-income  communities 
should  gain  from  increased  community  lending  and 
investment,  and  improved  access  to  banking  facilities 
and  services.  Banks  and  thrifts  should  benefit  from 
clearer,  more  objective  CRA  standards  that  reduce 
regulatory  uncertainty  and  compliance  costs. 

CRA  evaluations  cannot  be  based  entirely  on  fixed 
numerical  performance  standards.  CRA  standards 
must  allow  examiners  to  recognize  the  particular  cir¬ 
cumstances  of  each  community  and  each  financial 
institution.  But  between  a  rigid  system  of  numerical 
targets  and  the  system  we  have  today,  there  is  consid¬ 
erable  room  for  improvement.  Accordingly,  the  OCC  will 
work  with  the  other  federal  banking  agencies,  bankers, 
and  community  and  other  groups  to  develop  CRA 
guidelines  that  use  both  quantifiable  and  judgmental 
factors  to  evaluate  an  institution’s  performance  in  meet¬ 
ing  the  needs  of  its  community. 

Ensuring  Compliance.  Currently,  the  regulatory  agen¬ 
cies  are  able  to  ensure  that  financial  institutions  comply 
with  CRA  requirements  largely  through  their  authority  to 
deny  corporate  applications  from  institutions  with  un¬ 
satisfactory  CRA  records.  This  provides  regulators  with 
some  leverage  over  institutions  that  are  large  enough 
to  face  frequent  branch  opening  or  relocation 
decisions,  or  that  are  active  in  mergers  and  acquisi¬ 
tions.  Though  regulators  deny  few  corporate  applica¬ 
tions  received  from  institutions  solely  on  the  basis  of 


CRA  concerns,  they  approve  many  conditionally,  re¬ 
quiring  institutions  to  improve  CRA  performance  before 
going  forward  with  an  acquisition  or  merger. 

But  institutions  that  are  not  planning  to  make  any  cor¬ 
porate  applications  have,  until  now,  faced  almost  no 
consequences  for  unsatisfactory  CRA  performance, 
aside  from  adverse  public  relations.  As  part  of  the 
president's  initiative,  regulators  will  investigate  ways  to 
ensure  satisfactory  CRA  performance  on  the  part  of  all 
insured  depository  institutions,  and  to  take  credible 
actions  against  institutions  that  have  had  persistently 
poor  CRA  performance. 

Regulatory  Reform:  Thoughts  on  Standards 

I  cannot  tell  the  subcommittee  precisely  what  form 
revised  CRA  guidelines  will  take,  what  elements  of 
performance  will  go  into  CRA  ratings,  or  how  they  will 
be  measured.  These  are  matters  that  the  regulatory 
agencies  will  determine,  considering  the  recommenda¬ 
tions  of  community  and  other  organizations,  local 
governments  and  bankers  from  around  the  country.  The 
general  goals,  however,  are  clear:  to  base  CRA  ratings 
to  a  greater  extent  on  the  degree  to  which  institutions 
actually  provide  credit  and  other  financial  services  to 
the  communities  in  which  they  do  business,  and  to 
reduce  compliance  costs. 

The  president  mentioned  three  broad  categories  of 
community  reinvestment  activities  that  revised  CRA 
guidelines  might  include:  lending  to  low-  and 
moderate-income  individuals  and  neighborhoods, 
small  businesses,  and  small  farms;  investing  in  the 
local  community,  with  a  particular  focus  on  low-  and 
moderate-income  neighborhoods;  and  providing  bank¬ 
ing  services  to  residents  of  low-  and  moderate-income 
neighborhoods.  I  will  discuss  each  of  those  categories 
briefly.  I  wish  to  make  clear,  however,  that  my  remarks 
are  preliminary.  I  can  speak  only  about  goals  and  not 
about  specific  solutions.  Although  most  of  the  public 
hearings  have  taken  place,  we  must  carefully  consider 
the  sometimes  conflicting  needs  of  the  banking  in¬ 
dustry  and  community  groups  in  shaping  the  final 
reform  package.  As  I  discuss  each  category  I  will  try  to 
give  you  an  indication  of  the  kinds  of  suggestions  that 
we  are  receiving. 

Lending.  The  CRA  states  that  banks  and  thrifts  have  a 
continuing  and  affirmative  obligation  to  help  meet  the 
credit  needs  of  their  local  communities.  The  most  ob¬ 
vious  way  for  banks  and  thrifts  to  meet  this  obligation 
is  through  community-based  lending,  such  as  residen¬ 
tial  mortgage  loans,  home  improvement  loans,  con¬ 
sumer  loans,  and  loans  to  small  and  minority  busi¬ 
nesses  and  farms.  Measures  of  the  volume  and 
geographical  distribution  of  such  lending  are  therefore 
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likely  to  play  a  large  role  in  the  revised  CRA  guidelines. 
During  the  public  hearings,  representatives  from  both 
community  groups  and  the  banking  industry  have  ex¬ 
pressed  support  for  clear  measures  of  performance.  At 
the  same  time,  they  have  expressed  concern  that  the 
standards  used  should  reflect  the  underlying  charac¬ 
teristics  and  circumstances  of  the  local  community,  as 
well  as  the  institutions  serving  the  community. 

Community  groups  targeted  several  specific  types  of 
lending  that  are  key  to  aiding  distressed  communities. 
They  particularly  stressed  the  importance  of  home 
mortgage  lending.  Most  households  must  obtain  credit 
to  purchase  a  home.  Not  only  does  a  residence,  once 
purchased,  provide  a  place  to  live,  but  after  a 
homeowner  builds  equity,  it  aiso  may  be  used  to  finance 
a  small  business. 

Speakers  at  the  public  hearings  also  emphasized  the 
need  for  banks  and  thrifts  to  make  credit  available  to 
small  businesses.  Bank  loans  play  an  important  role  in 
financing  small  business  start-ups  —  a  key  ingredient 
in  the  revitalization  of  economically  distressed  areas. 
Community  groups  specifically  mentioned  loans  to 
nontraditional  organizations,  such  as  child-care 
facilities  and  nonprofit  organizations,  that  are  vital  to  the 
quality  of  life  in  the  community. 

Investment.  In  addition  to  direct  lending,  banks  and 
thrifts  can  invest  in  Community  Development  Corpora¬ 
tions,  Community  Development  Projects,  or  Community 
Development  Financial  Institutions,  or  purchase  bonds 
issued  by  local  governments.  Such  investments  give 
financial  institutions  the  flexibility  to  address  community 
financing  needs  that  they  could  not  meet  themselves 
because  of  legal  restrictions  on  direct  investments  by 
insured  depository  institutions.  For  example,  invest¬ 
ments  in  Community  Development  Corporations  and 
Community  Development  Projects  are  one  way  that 
national  banks  can  legally  provide  equity  or  second- 
lien  financing  to  small  businesses,  hold  certain 
securities  that  are  not  investment  grade,  purchase  the 
stock  of  a  community  development  organization,  or 
provide  equity  to  low-income  housing  projects.  Such 
investments  receive  positive  CRA  consideration  today, 
and  they  should  continue  to  do  so. 

Although  investments  in  community  development  or¬ 
ganizations  can  help  to  serve  community  needs,  they 
should  continue  to  be  only  one  of  several  elements  that 
regulators  consider  when  evaluating  an  institution’s 
CRA  performance  Institutions  should  not  be  permitted 
to  discharge  their  entire  CRA  obligation  simply  py 
writing  a  check  to  a  community  development  organiza¬ 
tion  Such  organizations  are  not  designed  to  address 
the  full  range  of  credit  needs  for  an  entire  community, 


and  there  are  limitations  on  the  amount  of  funds  that 
banks  are  permitted  to  invest  in  them. 

Banking  Services.  The  third  area  that  the  president 
highlighted  is  the  need  to  expand  the  availability  of 
bank  services.  To  help  meet  the  credit  needs  of  its 
community,  an  institution  needs  to  be  accessible  to  low- 
and  moderate-income  people  Therefore,  regulators 
should  evaluate  a  bank  or  thrift  on  its  record  of  estab¬ 
lishing  branches  in  low-  and  moderate-income  urban 
neighborhoods,  poor  rural  areas,  Indian  reservations, 
or  other  areas  that  traditionally  have  been  underserved. 

At  our  public  hearings,  community  groups  pointed  out 
the  need  for  full-service  branches  in  distressed  com¬ 
munities.  In  addition  to  traditional  banking  services, 
branches  can  provide  other  banking  services,  such  as 
credit  counseling,  financial  planning  ang  low-cost 
basic  banking  services.  Such  services,  community 
groups  emphasized,  can  be  particularly  important  to 
residents  of  low-  and  moderate-income  urban  neigh¬ 
borhoods  and  poor  rural  areas,  who  may  have  less 
financial  experience  and  thus  need  more  assistance 
than  other  bank  customers  in  obtaining  credit. 

As  we  develop  new  CRA  standards,  we  must  recognize 
the  diversity  of  the  institutional  and  community  settings 
in  which  banks  and  thrifts  operate.  Such  diversity  rules 
out  government  specifying  in  great  detail  all  the 
methods  banks  and  thrifts  should  use  to  identify  the 
communities  that  they  serve  or  the  ways  institutions 
choose  to  serve  those  communities. 

How  any  particular  institution  meets  its  CRA  obligations 
will  depend  on  a  variety  of  factors  including  its  overall 
business  strategy,  size,  financial  resources,  corporate 
structure,  location,  and  the  needs  of  the  community  in 
which  it  operates.  For  example,  at  the  public  hearings, 
representatives  of  community  banks  around  the 
country  emphasized,  and  the  OCC  agrees,  that  smaller 
community  banks  simply  cannot  engage  in  the  same 
type  of  sophisticated  efforts  as  large  banks  in  order  to 
demonstrate  that  their  CRA  performance  is  satisfactory. 
Nonetheless,  each  community  bank  has  the  same 
obligation  as  larger  institutions  to  identify  and  serve  its 
entire  community,  including  low-  and  moderate-income 
urban  areas  and  distressed  rural  areas. 

The  agencies  must  also  seek  to  improve  their  methods 
for  assessing  the  CRA  performance  of  community 
banks,  rural  banks,  and  limited-service  institutions 
such  as  credit  card  banks.  At  the  public  hearings, 
community  groups  emphasized  that  an  institution 
should  not  automatically  be  presumed  to  have  a  satis¬ 
factory  record  of  performance  simply  because  it  falls 
into  one  of  these  categories.  But  the  methods  used  to 
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assess  CRA  performance  must  take  account  of  the 
particular  circumstances  of  institutions  that  occupy 
specialized  market  niches,  as  well  as  the  size  and 
resources  of  the  institution. 

Compliance  Management  Reform 

Though  our  major  effort  is  to  revise  the  performance 
standards  of  the  CRA.  our  ultimate  success  will  depend 
on  the  quality  of  the  staff  assigned  to  evaluate  com¬ 
pliance  and  the  quality  of  their  activities.  One  of  my 
early  initiatives  at  the  OCC  was  to  begin  to  restructure 
our  entire  compliance  program  to  ensure  that  the  OCC 
was  fully  meeting  its  responsibilities  under  the  law.  At 
the  OCC,  we  are  concentrating  on  three  areas:  revising 
examination  procedures,  providing  greater  public  ac¬ 
cess  to  CRA  performance  evaluations,  and  improving 
examiner  compliance  training. 

Examination  Procedures.  The  existing  CRA  examina¬ 
tion  procedures  provide  ambiguous  guidance  to  ex¬ 
aminers  and  institutions  regarding  what  constitutes 
satisfactory  CRA  performance.  This  ambiguity  can 
result  in  different  CRA  evaluations  made  by  two  ex¬ 
aminers  looking  at  the  same  institution's  performance 
record.  Such  inconsistent  evaluations  are  inequitable 
to  the  institutions  being  examined,  and  make  it  difficult 
for  members  of  the  public  to  make  meaningful  com¬ 
parisons  of  the  CRA  performance  of  different  institu¬ 
tions.  The  agencies  are  rewriting  CRA  examination 
procedures,  basing  evaluations  on  more  performance- 
based  standards,  to  make  the  procedures  clearer  and 
less  burdensome. 

In  addition  to  improved  procedures,  the  OCC  is  also 
planning  to  increase  the  frequency  of  consumer  com¬ 
pliance  examinations,  which  include  CRA  examina¬ 
tions.  Over  the  next  three  years,  examiners  will  review 
each  national  bank’s  compliance  program.  The  OCC 
will  begin  a  regular  two-year  cycle  of  compliance  ex¬ 
aminations  in  January  1997,  so  that  the  OCC  will  ex¬ 
amine  every  national  bank  every  other  year.  In  the  past, 
the  OCC  examined  only  banks  with  total  assets  in 
excess  of  $1  billion  on  this  two-year  cycle.  We  ex¬ 
amined  other  banks  as  part  of  random  samples,  or  to 
follow  up  on  identified  weaknesses. 

improved  Public  Access.  Because  public  participation 
is  critical  to  the  successful  evaluation  of  an  institution's 
record  of  ascertaining  and  meeting  community  credit 
needs,  guidance  to  examiners  should  make  it  clear  that 
they  should  get  a  clear  sense  of  the  feelings  of  the  local 
community  concerning  an  institution's  CRA  record,  as 
part  of  the  examination  process.  After  an  institution’s 
CRA  performance  is  assessed,  the  OCC  must  ensure 
that  the  evaluation  is  both  understandable  and  easily 
available  to  the  public. 


I  have  already  begun  an  effort  to  improve  the  com¬ 
munication  between  communities  around  the  country 
and  OCC  examiners.  Each  of  the  OCC's  six  district 
offices  will  have  a  consumer  affairs  officer  responsible 
for  outreach  to,  and  communication  with,  community 
organizations  and  the  public.  This  consumer  affairs 
officer  will  also  help  field  examiners  to  understand  and 
assess  the  needs  of  the  communities  in  which  the 
institutions  that  they  examine  are  located 

Devoting  additional  regulatory  personnel  to  com¬ 
pliance  will  not  answer  all  the  concerns  of  the  public. 
Community  groups  want  more  ready  access  to  CRA 
performance  evaluations,  and  the  OCC  will  work  to 
improve  public  access.  Currently,  members  of  the 
public  can  obtain  copies  of  an  institution's  CRA  perfor¬ 
mance  evaluation  either  from  the  financial  institution  or 
from  its  primary  federal  regulator.  Under  current  prac¬ 
tices,  access  can  sometimes  be  difficult.  Banks  and 
thrifts  are  required  to  make  the  evaluation  available  only 
at  their  head  office  and  one  branch  in  each  delineated 
community.  In  addition,  the  regulatory  agencies  have 
separate  systems  for  providing  evaluations.  Someone 
who  wants  to  compare  the  ratings  of  several  institutions 
may  have  to  contact  as  many  as  three  different  agen¬ 
cies.  Given  the  importance  of  public  participation  in  the 
CRA  process,  the  agencies  will  work  together  to  see 
how  they  can  ensure  better  public  access  to  CRA 
performance  evaluations. 

Not  only  should  performance  evaluations  be  more  ac¬ 
cessible,  each  evaluation  should  thorougnly  explain  the 
quantitative  and  judgmental  factors  that  lead  to  the 
assignment  of  a  particular  rating  to  an  institution. 
Evaluations  should  be  sufficiently  standardized  to  per¬ 
mit  meaningful  comparisons  of  ratings,  including  com¬ 
parisons  of  institutions  regulated  by  different  agencies. 

Training.  The  OCC  has  been  criticized  for  being  the  only 
federal  bank  regulatory  agency  without  a  specialized 
corps  of  examiners  devoted  to  compliance  programs 
such  as  CRA.  At  the  public  hearings,  community 
groups  and  bankers  alike  emphasized  the  need  for 
better-trained  examiners.  Bankers  complained  that 
they  were  not  given  CRA  consideration  for  qualifying 
activities,  because  these  activities  were  not  "on  the  list" 
of  activities  familiar  to  a  particular  examiner.  Community 
groups  cited  bankers'  fears  of  not  receiving  CRA  con¬ 
sideration  for  financing  nontraditional  community 
projects  or  providing  other  services  to  the  community 
that  might  not  produce  the  same  immediate  results  as 
making  loans. 

We  are  now  in  the  process  of  setting  up  a  program  that 
will  train  at  least  100  specialist  compliance  examiners. 
These  compliance  examiners  will  also  receive  training 
in  safety  and  soundness  standards.  We  believe  this 
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program  offers  the  best  of  both  worlds:  an  examination 
work  force  with  special  expertise  in  particular  areas,  as 
well  as  common  training  and  basic  experience  in  all 
aspects  of  bank  examination. 

Conclusion 

The  key  to  the  president's  initiative  is  focusing  the  CRA 
program  more  on  quantifiable  measures  of  perfor¬ 
mance,  such  as  how  much  banks  and  thrifts  lend  and 


invest  in  low-  and  moderate-income  urban  neighbor¬ 
hoods  and  poor  rural  areas,  what  services  they  provide, 
and  how  accessible  they  are  to  their  customers.  By 
moving  to  a  system  that  is  based  more  on  performance, 
we  believe  that  we  can  increase  the  access  of  under¬ 
served  neighborhoods  to  credit  and  other  banking 
services,  while  at  the  same  time  reducing  a  heavy 
regulatory  burden  on  the  banking  and  thrift  industries. 
This,  I  believe,  will  bring  us  much  closer  to  the  original 
intent  of  the  Community  Reinvestment  Act. 
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Statement  of  Eugene  A.  Ludwig,  Comptroller  of  the  Currency,  before  the  House 
Committee  on  Banking,  Finance,  and  Urban  Affairs,  on  access  to  credit  and 
basic  banking  services,  Washington,  D.C.,  September  24,  1993 


Mr.  Chairman  and  members  of  the  committee,  I  wel¬ 
come  this  opportunity  to  discuss  how  the  Office  of  the 
Comptroller  of  the  Currency  (OCC)  is  addressing  the 
issue  of  access  to  credit  and  basic  banking  services. 
Banks  play  an  important  and  unique  role  in  the  develop¬ 
ment  and  long-term  prosperity  of  a  community.  To  in¬ 
dividuals,  banks  offer  the  convenience  of  obtaining 
credit,  deposit  accounts,  and  checking/payment  ser¬ 
vices  all  in  one  place.  To  small  businesses,  banks  offer 
credit,  financial  expertise,  and  payroll  services.  For  the 
communities  in  which  they  are  located,  the  presence  of 
banks  can  serve  as  a  signal  of  economic  well-being, 
which  in  turn  can  help  attract  capital  for  further  develop¬ 
ment. 

In  spite  of  laws  that  encourage  community  investment 
and  service  to  all  customers,  however,  disparities  in  the 
availability  of  credit  and  other  banking  services  still 
exist.  The  OCC  is  committed  to  making  sure  that  the 
institutions  it  supervises  serve  every  segment  of  society 
on  an  equitable  basis.  In  recognition  of  the  special 
needs  of  economically  distressed  areas,  we  are  also 
working  to  make  it  easier  for  banks  to  increase  their 
direct  investments  in  their  local  communities. 

The  residents  of  Prince  George's  County,  Maryland,  the 
focal  point  of  today's  hearing,  have  questioned  whether 
banks  are  providing  adequate  banking  services 
throughout  their  communities.  They  are  not  alone; 
people  in  other  localities  across  the  United  States  have 
asked  the  same  question.  That  is  one  reason  President 
Clinton  has  challenged  bank  supervisors  to  do  more, 
and  why  the  OCC  has  undertaken  several  initiatives  to 
improve  the  implementation  and  enforcement  of  the 
Community  Reinvestment  Act  (CRA)  and  to  encourage 
banks  to  increase  their  participation  in  the  economic 
future  of  all  the  communities  they  serve. 

We  must  be  clear  about  what  banks  and  their  super¬ 
visors  can  do,  however.  We  cannot  realistically  expect 
banks  to  provide  a  panacea  for  our  country’s  urban  and 
rural  problems.  The  involvement  of  banks  does  not 
guarantee  the  success  of  every  revitalization  or 
development  effort.  Factors  beyond  their  control,  such 
as  the  state  of  the  national  and  local  economy,  also 
affect,  to  a  more  important  degree,  a  distressed 
community's  future. 

Nevertheless,  I  believe  that  initiatives  underway  at  the 
OCC  will  help  improve  the  lives  of  many  of  our  citizens 
and  the  condition  of  their  neighborhoods.  These  initia¬ 


tives  involve  redirecting  CRA  implementation  and 
providing  new  opportunities  for  banks  to  increase  their 
investments  in  local  community  development.  I  will 
discuss  these  initiatives  in  greater  detail,  but  first,  let  us 
take  a  closer  look  at  Prince  George’s  County  and,  in 
particular,  the  area  about  which  you  have  expressed 
concern,  Mr.  Chairman. 

Prince  George’s  County  Census  Tracts 

Prince  George’s  County,  Maryland,  has  a  large  and 
diverse  population.  As  of  1 990,  the  county’s  population 
totaled  nearly  800,000.  The  majority  of  the  population 
is  African  American  (50  percent);  the  remainder  is 
made  up  of  Caucasians  (42  percent),  Hispanics  (4 
percent),  and  Asians  (less  than  4  percent). 

In  your  letter  of  invitation,  Mr.  Chairman,  you  identified 
an  area  of  the  county  that  comprises  39  census  tracts. 
Data  collected  in  the  1990  U.S.  Census  indicate  that 
these  tracts  range  in  population  from  910  to  9,475,  with 
a  total  population  of  159,462.  These  tracts  have  a 
greater  concentration  of  minorities  than  the  county  as 
a  whole:  African  Americans  represent  82  percent  of  the 
overall  population  of  the  area,  and  between  35  percent 
and  100  percent  of  the  population  in  each  tract.  In  30 
of  the  tracts,  African  Americans  represent  65  percent 
or  more  of  the  population.  The  area  includes  a  sig¬ 
nificant  number  of  low-  and  moderate-income  house¬ 
holds,  as  well  as  some  high-income,  predominantly 
Atrican-American  neighborhoods.  Twenty-five  of  the 
tracts  are  low/moderate  income,  1 1  are  middle  income, 
and  3  are  high  income.1 

According  to  your  letter,  residents  of  those  39  census 
tracts  report  that  they  have  difficulty  obtaining  credit 
from  banks,  and  that  they  often  wait  in  long  lines  at 
existing  branches.  Many  owners  of  small  businesses 
have  also  reported  that  local  banks  are  not  meeting 
their  credit  needs. 

Earlier  this  week,  I  toured  this  area  with  Rep.  Wynn's 
legislative  director.  I  saw  both  signs  of  progress  and 


1 "  Low/mode  rate  income"  is  defined  as  80  percent  of  the  median 
income  for  the  local  Metropolitan  Statistical  Area  (MSA)  "Middle 
income"  is  between  80  and  120  percent  of  the  median  and  “ high 
income"  is  above  120  percent  of  the  median  According  to  the  1990 
Census  data,  median  annual  family  income  for  the  Washington.  DC, 
metropolitan  area  was  $59,200  Thus,  the  cuttoff  for  low/moderate 
income  in  the  DC  MSA  is  $4  7 , 000.  middle  income  is  between  $4  7.  OOO 
and  $7 1,000  and  high  income  is  above  $71,000 
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reasons  for  concern.  On  the  one  hand,  I  visited  several 
attractive  bank  branches  staffed  mostly  by  African 
Americans.  At  the  time  of  my  visit,  each  of  the  banks 
had  several  customers  conducting  business.  I  saw 
significant  new  construction  and  development.  Many 
new  homes  are  being  built  in  this  area,  as  it  is  slowly 
being  transformed  from  a  rural  white  community  to  a 
middle  class,  predominantly  African-American  suburb. 

On  the  other  hand,  I  noticed  the  presence  of  check¬ 
cashing  operations  that  charge  steep  fees  for  basic 
financial  transactions  —  such  as  check  cashing  ana 
payment  services  —  that  bank  customers  can  obtain  at 
much  lower  costs.  Rep.  Wynn's  legislative  director  also 
reiterated  the  complaints  of  local  businesses  and  resi¬ 
dents  who  feel  that,  despite  their  credit-worthiness, 
they  have  a  difficult  time  obtaining  credit  from  banks. 

Available  data  on  lending  in  this  area  also  present  a 
somewhat  mixed  picture.  Data  collected  under  the 
Home  Mortgage  Disclosure  Act2  (HMDA)  indicate  that, 
in  1992,  179  institutions  received  a  total  of  6,736  home 
mortgage  loan  applications  for  properties  located 
within  the  39  census  tracts.  The  majority  of  the  ap¬ 
plicants  —  4,491  —  were  African  Americans.  Of  the 
remaining  2,245,  there  were  1,322  whites,  286  people 
from  other  races,  and  637  applicants  whose  race  was 
not  provided.  Sixty-nine  percent  of  the  home  mortgage 
loan  applications  from  African  Americans  were  ac¬ 
cepted,  18  percent  were  denied,  and  13  percent  were 
withdrawn  or  closed  for  incompleteness.  For  white  ap¬ 
plicants,  73  percent  of  the  loans  were  accepted,  15 
percent  were  denied,  and  12  percent  were  withdrawn 
or  closed  for  incompleteness. 

As  the  following  chart  illustrates,  local  residents  filed 
these  home  mortgage  loan  applications  with  a  variety 
of  financial  institutions,  some  that  have  branches  in  the 
area  and  some  that  do  not: 


'HMDA  is  implemented  by  Federal  Reserve  Board  Regulation  C  (12 
CFR  Part  203)  That  regulation  requires  depository  and  non¬ 
depository  institutions  with  a  home  or  branch  office  in  a  Metropolitan 
Statistical  Area  and  assets  of  more  than  $  10  million  in  the  previous 
calendar  year  to  file  a  HMDA  report  However  a  depository  institution 
need  not  report  if  it  made  no  first-lien  home  purchase  loans  (including 
refinancing  loans)  on  I-  to  4-  family  dwellings  in  the  preceding 
calendar  year  Regardless  of  asset  size,  a  nondepository  lender  must 
report  if  it  originated  100  or  more  purchase  loans  (including  refinanc¬ 
ings)  the  previous  year  but  it  need  not  report  if  its  home  purcnase 
loan  originations  came  to  less  than  10  percent  of  its  total  loan 
originations  Data  are  reported  by  parent  bank,  not  by  branch  office 
Jrider  the  law  HMDA-reporting  institutions  are  required  to  record,  for 
every  home  mortgage  loan  application  they  receive,  the  applicant's 
race  gander  and  income  as  well  as  the  loan  amount,  type  of 
mrjrtqaqe  location  of  the  property  and  disposition  of  the  loan  ap- 


Number  of 


Type  and  number  of  institutions 

applications 

National  banks  or  bank  subsidiaries  (27): 

With  local  branches  (4) 

76 

Without  local  branches  (23) 

800 

Other  depository  institutions  and  affiliates: 

State  banks  (40) 

1,714 

Thrifts  (46) 

1,768 

Credit  unions  (19) 

328 

HUD-regulated  mortgage  companies  (47) 

2,050 

The  tour  national  banks  with  branches  within  the 
delineated  market  ana  their  affiliatea  companies 
received  a  total  of  581  home  mortgage  applications  for 
properties  located  in  the  39-tract  area.  Only  a  handful 
of  these  applications  were  filed  with  and  processed  by 
the  national  banks  themselves:  most  were  filed  with 
mortgage  banking  affiliates  of  those  banks.  Allegiance 
Bank  did  not  receive  any  home  mortgage  loan  applica¬ 
tions  for  properties  in  the  area.  First  National  Bank  of 
Maryland  and  its  mortgage  banking  affiliate  received 
261  applications,  188  of  which  were  approved. 
Maryland  National  Bank  and  its  mortgage  banking 
affiliate  received  176  applications,  125  of  which  were 
approved.  NationsBank  Maryland  and  its  mortgage 
banking  affiliate  received  1 44  applications,  76  of  which 
were  approved. 

Clearly,  the  39-tract  area  you  delineated  received  a 
substantial  amount  of  home  mortgage  credit.  But,  just 
as  clearly,  most  of  that  credit  was  not  provided  directly 
by  banks.  In  my  judgment,  the  practice  of  not  providing 
mortgage  services  at  the  bank  itself  does  not  indicate 
a  failure  to  serve  the  local  community  if  the  bank  is 
effectively  making  that  service  available  through  an 
affiliated  mortgage  lender.  Nonetheless,  I  am  con¬ 
cerned  about  residents’  comments  about  the  lack  of 
convenient  financial  services.  To  that  end,  I  am  particu¬ 
larly  interested  in  answers  to  the  following  questions: 

•  Are  the  banks  in  this  area,  and  their  affiliates, 
offering  products  and  services  that  are  ap¬ 
propriate  for  the  local  community? 


•  Are  these  banks  staffing  branches  that  are 
located  in  low-  and  moderate-income  neigh¬ 
borhoods  with  personnel  who  are  able  to 
assist  local  residents  in  obtaining  bank  ser¬ 
vices? 


•  Are  branch  hours  tailored  to  the  community’s 
needs? 
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•  Are  the  answers  to  these  questions  consistent 
with  the  "satisfactory"  CRA  ratings  received 
by  these  banks? 

It  is  our  responsibility  as  regulators  to  ask  these  ques¬ 
tions  in  the  course  of  CRA  examinations  and  to  make 
sure  that  the  CRA  performance  evaluations  we  issue 
reflect  the  answers  we  get. 

I  will  now  turn  my  discussion  to  some  initiatives  that  we 
are  undertaking  to  do  a  better  job  of  conducting  mean¬ 
ingful  CRA  evaluations. 

What  the  OCC  Is  Doing 

The  federal  banking  regulatory  agencies  have  initiated 
several  programs  aimed  at  securing  the  goals  of  CRA 
and  expanding  bank  opportunities  for  direct  investment 
in  local  communities  to  support  community  develop¬ 
ment. 

CRA  Reform 

One  series  of  initiatives  involves  reforming  the  CRA 
process  to  make  it  more  effective.  The  CRA  provides  a 
framework  in  which  banks  and  community  groups  can 
work  together  to  ensure  the  availability  of  credit  and 
banking  services  to  the  local  community,  including  low- 
and  moderate-income  neighborhoods.  President 
Clinton's  July  1 5  letter  to  regulators,  in  which  he  outlined 
broad  principles  for  improving  the  implementation  of 
the  CRA,  underscored  the  administration's  sensitivity  to 
long-standing  and  widespread  dissatisfaction  with  the 
act  and  our  commitment  to  making  sure  that  the 
benefits  of  the  banking  system  extend  to  all  segments 
of  society. 

Dissatisfaction  with  CRA  reflects  the  basic  fact  that 
progress  in  carrying  out  its  goals  has  been  uneven. 
There  appear  to  be  two  main  reasons  for  this:  the  law 
has  been  implemented  in  a  way  that  puts  form  above 
substance,  rendering  the  credibility  of  the  CRA  rating 
system  suspect;  and  the  administration  of  CRA  require¬ 
ments  has  been  inconsistent,  allowing  institutions  that 
have  no  applications  for  branch  openings  or  mergers 
pending  to  bear  relatively  minor  consequences  follow¬ 
ing  a  poor  CRA  rating.  The  OCC  is  playing  a  strong  role 
in  several  initiatives  that  should  improve  our  ability  to 
ensure  that  national  banks  serve  their  entire  community, 
and  we  are  working  vigorously  to  accomplish  these 
reforms  by  year-end. 

In  cooperation  with  the  Federal  Reserve,  the  Federal 
Deposit  Insurance  Corporation  (FDIC),  and  the  Office 
of  Thrift  Supervision  (OTS),  the  OCC  will  be  revising  the 
CRA  regulation  to  ensure  that  compliance  with  the  law 
is  judged  on  more  objective  factors.  This  means  basing 


CRA  evaluations  more  on  an  institution's  record  in  meet¬ 
ing  local  needs  for  loans  and  other  banking  services, 
and  less  on  process,  public  relations,  and  good  inten¬ 
tions 

To  ensure  that  we  were  headed  in  the  right  direction, 
the  agencies  held  seven  public  hearings  around  the 
country  to  seek  the  views  of  community  groups,  finan¬ 
cial  institutions,  and  local  governments  on  CRA  reform. 
We  held  the  last  hearing  two  days  ago  in  Chicago.  At 
every  one  of  the  hearings,  representatives  from  com¬ 
munity  organizations  have  pointed  out  the  need  for 
full-service  branches  in  distressed  neighborhoods. 
They  stated  that,  in  addition  to  traditional  banking  ser¬ 
vices,  branches  can  provide  credit  counseling,  finan¬ 
cial  planning  assistance,  and  low-cost  transaction 
services.  Such  services,  community  groups  em¬ 
phasized,  can  be  particularly  important  to  residents  of 
low-  and  moderate-income  neighborhoods,  who  may 
nave  less  financial  experience  and  may  thus  need  more 
assistance  than  other  bank  customers  in  obtaining 
credit.  Therefore,  we  will  develop  objective  standards 
for  evaluating  a  bank  or  thrift  on  its  record  of  estab¬ 
lishing  branches  in  low-  and  moderate-income  neigh¬ 
borhoods  and  other  areas  that  traditionally  have  had 
relatively  limited  access  to  banking  services.  We  will 
also  investigate  ways  to  ensure  that  institutions  that 
need  to  improve  their  CRA  performance  do  so,  regard¬ 
less  of  whether  or  not  they  plan  any  corporate  applica¬ 
tions. 

The  OCC  and  the  other  federal  banking  regulatory 
agencies  also  plan  to  make  changes  to  examination 
procedures  to  check  banks'  records  under  the  CRA. 
These  changes  include  increasing  the  frequency  of 
CRA  examinations  and  improving  public  access  to 
bank  CRA  performance  evaluations. 

Community  Development 

Another  area  in  which  we  are  making  improvements  is 
increasing  opportunities  for  national  banks  to  make 
community  development  investments.  The  OCC  has 
long  fostered  direct  national  bank  equity  and  special 
debt  investments  in  community  development  programs 
that  address  demonstrated  community  needs.  We 
recently  issued  a  proposed  rule  on  community 
development  and  are  currently  developing  a  final  rule 
based  on  our  analysis  of  the  public  comments  on  our 
proposal.  The  proposed  rule  would  permit  national 
banks  to  significantly  increase  their  dollar  investments 
in  community  development  corporations  and  com¬ 
munity  development  projects,  consistent  with  safe  and 
sound  banking  practices.  Specifically,  the  rule  would 
allow  national  banks  to  increase  their  equity  and  special 
debt  investments  in  community  development  corpora¬ 
tions  and  community  development  projects  for  low-  and 
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moderate-income  housing,  small  and  minority-owned 
businesses,  and  other  key  services  needed  to  support 
community  revitalization.  We  also  plan  to  permit  an 
expedited  investment  approval  process  that  would 
enable  banks  to  make  commitments  to  their  community 
partners  quickly. 

This  action  supports  the  goals  of  the  president's  Com¬ 
munity  Development  Banking  and  Financial  institutions 
Act  of  1 993,  which  would  expand  the  role  of  community 
development  organizations  outside  the  banking  in¬ 
dustry  and  improve  access  to  credit  and  investment  in 
targeted  areas.  The  core  of  that  program  involves  the 
establishment  of  a  Community  Development  Banking 
and  Financial  Institutions  Fund  to  provide  financial  and 
technical  assistance  to  both  newly  established  and 
existing  community  development  financial  inter¬ 
mediaries,  those  intermediaries  with  special  expertise 
in  the  realization  of  human  and  economic  value  in 
distressed  communities.  Financial  assistance  can  be 
provided  in  the  form  of  equity  investments,  loans, 
deposits,  credit  union  shares,  and  grants;  technical 
assistance  can  be  provided  directly  or  as  grants  for 
technical  assistance,  including  training.  Qualified  exist¬ 
ing  organizations  may  receive  assistance  to  expand 
their  activities,  or  assistance  may  be  used  to  form  new 
institutions  to  undertake  activities  consistent  with  the 
purposes  of  the  act. 

Conclusion 

The  OCC  recognizes  that  many  residents  of  Prince 
George's  County  and  other  similar  communities  across 
the  country  need  access  to  credit  and  financial  ser¬ 
vices.  I  am  confident  that  the  initiatives  I  have 
described  will  help.  In  measuring  the  effectiveness  of 
our  efforts  we  must  concentrate  on  indicators  that  are 
meaningful  for  local  households  and  businesses.  A 


partial  list  of  such  indicators  includes:  increases  in  the 
number  of  loan  applications;  more  branches,  and  more 
consistent  hours  of  branch  operation;  effective  out¬ 
reach  efforts  by  banks;  and  increases  in  the  level  of 
bank  investments  in  community  development  corpora¬ 
tions  and  community  development  projects. 

Ultimately,  banks  must  assess  the  needs  of  their  local 
communities  and  determine  the  besi  ways  to  address 
those  needs.  For  some  banks,  this  may  mean  redirect¬ 
ing  their  outreach  efforts  so  that  more  customers  come 
m  and  apply  for  loans  For  other  banks  it  may  mean 
improving  their  advertising  and  consumer  education 
programs,  so  that  local  residents  are  aware  of  available 
services  and  products.  And  for  still  others,  it  may  mean 
revising  loan  underwriting  guidelines  to  avoid  penaliz¬ 
ing  borrowers  who,  though  credit-worthy,  may  have 
different  kinds  of  credit  histories,  or  simply  less  credit 
history,  than  what  many  banks  expect  of  their  white, 
middle-class  customers.  Our  program  is  designed,  in 
part,  to  promote  a  better  dialogue  between  com¬ 
munities  and  their  banks.  Ideally,  that  dialogue  will 
produce  mutually  satisfactory  measures  of  success. 

i  cannot  predict  how  long  it  will  take  for  our  program  to 
work,  or  how  effective  it  will  be.  The  status  of  the 
national  economy,  demand  for  credit  and  banking  ser¬ 
vices,  and  business  conditions  in  the  local  community 
are  but  a  few  of  many  factors  that  will  affect  the 
economic  future  of  an  area.  So,  i  cannot  promise  that 
you  will  see  noticeable  improvements  when  you  return 
in  one  year  But  I  can  promise  this  much:  if  the  measures 
we  are  now  working  on  prove  insufficient  to  deal  with 
the  problem,  this  administration  will  not  let  up  in  its 
efforts  to  resolve  the  clear  and  justified  concerns  that 
citizens  in  communities  around  the  country  have  raised 
about  fair  and  equal  access  to  credit  and  banking 
services. 
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It  is  commonplace  to  say  that  finance  today  is  a  global, 
interdependent  system,  but  being  banal  does  not  make 
it  any  less  true.  Everything  is  tied  to  everything  else,  as 
you  are  well  aware.  Of  course,  interdependence  is 
nothing  new  to  the  members  of  this  organization  It  is 
the  inevitable  result  of  globalization.  I  am  certain  that 
you  all  believe,  as  I  generally  do,  that  global  integration 
brings  mutual  benefit.  Undoubtedly,  the  breakdown  of 
barriers  —  political  and  physical  —  to  the  movement  of 
goods  and  services  is  a  blessing.  Freer  trade  and  freer 
exchange  result  in  wider,  deeper,  more  efficient 
markets.  And  more  efficient  markets  ultimately  lead  to 
the  creation  of  more  wealth. 

But  —  speaking  narrowly  and  somewhat  tongue-in- 
cheek  as  a  bank  regulator  —  i  sometimes  harbor  the 
feeling  that  it  is  a  mixed  blessing,  solely  because  it 
makes  bank  regulation  a  more  complex  exercise.  My 
predecessors  must  have  felt  much  the  same  way  when 
U.S.  banks  began  to  open  offices  in  London. 

I  do  not  fault  them;  it  is  the  job  of  bank  regulators  to 
worry.  Further,  bank  regulators  —  here  and  abroad  — 
are,  by  education,  by  experience,  and,  some  would 
say,  by  temperament,  sensitive  to  the  possibility  that  the 
new  and  the  novel  may  hold  dangers.  We  spend  much 
time  asking  ourselves  the  question:  "What  if .  .  .?”  And 
it  comes  as  no  surprise  to  you  that  we  spend  much  time 
asking  bankers  the  same  question  —  again,  not  out  of 
idle  curiosity. 

Global  interdependence  of  finance  has  led  us  to  ask 
ourselves,  and  bankers,  ever  more  complex  questions, 
especially  in  the  last  decade  or  so.  For  in  the  last  10 
years,  the  ties  that  have  been  binding  the  financial 
world  closer  together  have  themselves  become  more 
complex.  I  am  here  today  to  talk  with  you  about  one 
such  tie  that  has  become  widespread  and  significant 
in  recent  years  —  financial  product  derivatives  —  and 
to  suggest  how  U.S.  bank  regulators  might  respond  to 
growing  U.S.  bank  participation  in  derivatives  markets. 

Derivatives 

As  we  all  know,  financial  product  derivatives  are  finan¬ 
cial  contracts  that  derive  their  value  from  another  asset, 
interest  rate,  exchange  rate,  or  index.  This  is  a  relatively 
broad  definition  and  would  include  some  instruments 
that  have  not  been  the  focus  of  recent  public  policy 
discussions  —  instruments  such  as  mortgage-backed 
securities  and  collateralized  mortgage  obligations.  A 


more  limited  definition  includes  interest  rate  and  cross¬ 
currency  swaps;  commodity  swaps;  caps,  floors,  and 
collars;  forwards,  futures,  and  options;  and  similar 
agreements  or  options  to  enter  into  any  of  the  above. 

Depending  on  what  is  included  in  the  definition,  es¬ 
timates  for  the  notional  amount  of  the  global  derivative 
markets  range  from  $7  trillion  to  $15.5  trillion. 

As  you  also  know,  U.S.  banks  are  major  players  in  these 
markets,  although  a  select  few  account  for  most  of  the 
U.S.  banks’  activities,  by  far.  In  fact,  roughly  99  percent 
of  the  derivatives  activities  conducted  by  U.S.  commer¬ 
cial  banks  takes  place  in  banking  companies  with  more 
than  $10  billion  in  assets  However,  in  recent  years,  we 
have  seen  U.S.  regional  banks  becoming  more  active 
in  the  markets. 

One  might  say  that  U.S.  banks  first  became  significant¬ 
ly  involved  with  derivatives  when  they  began  using 
swaps  as  a  means  of  intermediation.  Swaps  originated 
primarily  to  provide  businesses  with  a  tool  to  change 
their  floating  rate  obligations  into  fixed  rate  obligations 
and  vice  versa.  Banks  became  involved  in  swap  agree¬ 
ments  because  banks  commonly  have  advantages  in 
making  credit  decisions,  finding  counterparties,  and 
acting  as  intermediaries  between  two  borrowers  with 
offsetting  financial  needs.  It  was  another  variation  on 
traditional  banking  services. 

But  banks  could  not  always  find  both  counterparties 
necessary  to  construct  a  matched  position.  As  a  con¬ 
sequence,  banks  began  to  write  swaps  with  only  one 
counterparty  at  a  time,  and  then  try  to  generate  a 
synthetic  match  to  that  position  with  other  types  of 
financial  instruments,  for  example,  U.S.  government 
securities,  until  a  matching  swap  could  be  located. 
Banks  began  to  "warehouse"  swaps,  and  the  swap 
market  began  to  grow  rapidly. 

The  market  also  began  to  grow  in  new  directions.  More 
sophisticated  —  more  complex  —  products  were  intro¬ 
duced,  primarily  to  meet  the  individual  financial  needs 
of  bank  customers.  Derivatives  became  highly  suc¬ 
cessful  risk  management  tools.  Additionally,  they  often 
provided  users  with  the  lowest  cost  funding  alterna¬ 
tives.  Many  banks  also  found  that  financial  derivatives 
provided  them  with  greater  flexibility  in  managing  their 
own  risks  by  allowing  them  to  disaggregate  risks  that 
are  often  bundled  together  in  other  types  of  financial 
instruments  or  services. 
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You  are  well  aware,  I  am  sure,  that  the  dramatic  growth 
in  the  use  of  derivatives  has  prompted  expressions  of 
concern  from  U.S.  financial  regulators  and  Congress. 
For  the  most  part,  the  concerns  that  have  been  raised 
have  focused  on  the  difficulty  of  assessing  the  various 
risks  associated  with  derivative  products.  Many  of 
these  concerns,  however,  overlook  a  subtle  problem 
regarding  the  nature  of  derivative  transactions.  In  par¬ 
ticular,  derivatives’  risks  will  depend  upon  a  number  of 
factors,  including  changes  in  market  rates  and  prices, 
counterparty  performance,  market  liquidity  conditions, 
and  the  performance  of  payment  systems.  The  '‘prob¬ 
lem”  is  that  most  of  the  techniques  used  by  some  of  the 
newer  market  participants  to  evaluate  derivatives'  risks 
do  not  incorporate  all  of  those  factors,  and  more  impor¬ 
tantly,  few  if  any  institutions  use  evaluation  techniques 
that  formally  recognize  the  interdependencies  among 
those  factors. 

Addressing  the  Problem 

If  banks  are  going  to  be  in  the  derivatives  business,  we 
will  at  some  point  —  and  sooner  rather  than  later  — 
expect  them  to  be  able  to  analyze  not  only  the  separate, 
traditional  types  of  risk  —  credit,  market,  liquidity, 
operational  and  so  on  —  but  also  the  risk  that  arises 
from  the  possibility  of  unforeseen  convergences  of 
these  traditional  types  of  risk,  new  convergences  that 
derivatives  bring  about.  We  believe  that  the  largest 
players,  the  ones  with  by  far  the  most  experience  with 
derivatives,  already  have  systems  in  place  to  perform 
such  analysis.  The  newer  players  are  where  our 
deepest  concerns  focus. 

There  has  always  been  linkage  among  the  traditional 
types  of  risk,  linkage  that  bankers  may  or  may  not  have 
understood  intuitively  or  otherwise.  But  the  process  of 
creating  derivatives  —  the  slicing  and  dicing  and 
recombining  —  makes  it  harder  to  see  when  and  now 
and  what  new  risk  combinations  are  formed.  This 
covariance,  that  is  to  say,  this  linkage,  among  various 
types  of  risk  movements  —  not  necessarily  in  the  same 
direction  —  poses  a  subtle  but  significant  form  of 
systemic  risk.  Banks  need  to  put  together  systems  that 
will  allow  them  to  uncover  those  new  risk  combinations 
—  in  other  words,  to  expect  the  unexpected. 

In  short,  for  our  part,  the  OCC  will  expect  each  bank  to 
adopt  and  have  in  place  a  “no  surprises"  risk  manage¬ 
ment  policy  made  concrete  in  systems  and  controls. 

Here  is  an  illustration  of  the  type  of  systemic  risk  I  am 
talking  about  In  a  volatile  rate  environment,  the  market 


risk  on  some  types  of  derivatives  contracts  could  in¬ 
crease.  The  increased  volatility  might  also  make  some 
market  participants  uneasy  about  entering  the  market 
for  those  contracts,  reducing  market  liquidity  and  thus 
increasing  the  time  needed  to  enter  the  market  or 
unwind  unfavorable  transactions. 

Generally  speaking,  it  is  reasonable  to  imagine  cir¬ 
cumstances  in  which  some  "common  event"  occurs 
that  simultaneously  exposes  a  large  number  of  market 
participants  to  higher  risk  of  one  type  —  market,  credit, 
operational,  liquidity,  and  so  on  —  and  the  higner 
exposures  for  those  participants  create  still  higher  ex¬ 
posures  for  many  of  the  same,  as  well  as  other,  market 
participants.  A  computer  failure  of  a  maior  clearin¬ 
ghouse  or  clearing  bank  for  example,  would  increase 
settlement  risk  for  a  larger  number  of  institutions  which 
could  then  weaken  the  credit  quality  of  some  of  those 
institutions  ana  thus  increase  the  credit  risk  for  the 
counterparties  of  those  institutions. 

The  fact  is  that,  while  we  are  not  all  in  the  same  boat, 
we  are  all  on  the  same  lake. 

Conclusion 

Most  everyone  acknowledges  that  "significant"  com¬ 
mon  events  themselves  pose  systemic  risk,  but  a  subtle 
feature  of  the  system  today  is  that  less  significant 
common  events  may  also  pose  systemic  risk  due  to  the 
potential  for  risk-linkages  that  are  exceedingly  difficult 
to  identify  in  derivatives  markets  because  of  the  in¬ 
herent  complexities  associated  with  derivatives.  The 
OCC  must  ensure  that  national  banks  engaging  in 
derivatives  transactions,  either  as  dealers  or  as  end- 
users,  have  the  ability  to  accurately  assess  the  risks 
associated  with  financial  derivatives  activities  and  have 
sound  risk  management  systems.  In  this  way,  banks 
can  be  expected  to  protect  themselves  against  large 
losses  resulting  from  counterparty  failures  or  from  ad¬ 
verse  movements  in  market  rates,  and  the  result  of  this 
self-protective  effort  is  an  overall  lowering  of  systemic 
risk. 

To  that  end,  I  want  to  make  very  clear  today  that  I 
strongly  advocate,  and  will  work  hard  to  ensure,  the 
creation  of  an  interagency  task  force  on  derivatives  — 
a  task  force  consisting  of  all  U.S.  financial  regulators  — 
to  address  these  complex  issues  regarding  the  involve¬ 
ment  of  U.S.  banks  in  the  derivatives  markets. 


Interpretations  —  July  1  to  September  30,  1993 


Page 


Interpretive  Letters 


Letter  No. 


41 


Laws 


12  U.S.C.  24(7) 
12  U.S.C.  92a  . 
12  U.S.C.  484  . 


626,  627,  629,  630 

628 

628 


Regulations 


12CFR  4.19 . 631 

12CFR  5.34 . 624,  625 

12CFR  7.6025 . 628 

12CFR  12.4 . 626 


Subject 


Proposed  establishment  of  two  operating  subsidiaries  that  would  engage  in 

purchasing  and  selling  options  and  futures  on  foreign  currencies . 624 

Proposed  establishment  of  an  operating  subsidiary  that  would  participate  in  a  general 

partnership  for  the  purpose  of  selling  investment  products  on  a  retail  basis . 625 

Remuneration  disclosure  requirements  for  riskless  principal  transactions . 626 

Proposed  participation  by  a  federal  branch  of  a  foreign  banking  organization  in  the 
distribution  of  commercial  paper  by  a  subsidiary  of  the  foreign  banking 

organization . 627 

Application  of  the  registration  requirement  of  a  state  securities  act  to  a  national  bank's 

trust  activities . 628 

Opinion  on  permissibility  of  a  national  bank  to  participate  in  a  program  to  purchase 

securities  under  repurchase  agreements . 629 

Opinion  on  permissibility  of  a  national  bank  to  engage  in  securities  brokerage 
activities  through  participation  in  a  securities  brokerage  and  related  services 

program . 630 

Request  for  OCC  examination  reports  and  work  papers  for  use  in  litigation  . 631 


Trust  Interpretations  . 59 

Regulations 

12CFR  9. 1 8(b)(  1 5)  . 276 

Subject 

Determination  of  maturity  of  certain  variable  rate  government  securities . 276 

OCC  position  on  dividend  reinvestment  plans  . 277 


39 


Interpretive  Letters* 


624— June  30,  1993 

This  letter  is  in  response  to  your  May  14  1993  notifica¬ 
tion,  on  behalf  of  NationsBank  of  North  Carolina,  N.A. 
(bank)  pursuant  to  12  CFR  5.34,  of  the  bank’s  intent  to 
establish  two  wholly-owned  operating  subsidiaries 
(operating  subsidiaries)  to  acquire  the  equity  and 
partnership  interests  of  CRT  Options,  Ltd.  (CRT  Op¬ 
tions)  and  thereafter  engage  in  the  activities  of  purchas¬ 
ing  and  selling,  for  its  own  account,  options  on  foreign 
currencies  traded  on  the  Philadelphia  Stock  Exchange 
and  futures  on  foreign  currencies  traded  on  the 
Philadelphia  Board  of  Trade  and  the  Chicago  Mercan¬ 
tile  Exchange. 

Based  on  the  representations  in  the  bank’s  notification 
letter,  we  conclude  that  the  proposed  activities  are 
permissible  for  national  banks  and  their  operating  sub¬ 
sidiaries  and  are  consistent  with  prior  opinions  of  the 
Office  of  the  Comptroller  of  the  Currency  (OCC).  Ac¬ 
cordingly,  the  bank  may  implement  its  proposal  pur¬ 
suant  to  12  CFR  5.34,  based  on  the  facts  as  described 
and  in  accordance  with  all  the  representations  in  the 
notification  letter  and  subject  to  the  supervisory  condi¬ 
tions  set  forth  in  this  letter. 

The  Bank’s  Proposal 

The  bank  proposes  to  establish  two  wholly-owned 
operating  subsidiaries  to  acquire  the  equity  and 
partnership  interests  of  CRT  Options.  One  of  the  sub¬ 
sidiaries  will  acquire  from  Chicago  Research  and  Trad¬ 
ing  Group,  Ltd.  (CRT)  its  general  partnership  interest 
and  a  99  percent  equity  interest  in  CRT  Options  while 
the  other  subsidiary  will  acquire  from  CRT  Associates, 
an  affiliate  of  CRT,  its  limited  partnership  and  the 
remaining  1  percent  equity  interest  in  CRT-Options. 
Once  these  acquisitions  are  completed,  the  operating 
subsidiaries  will  own  100  percent  of  the  partnership 
and  equity  interests  in  CRT  Options  which  will  thereafter 
be  named  NationsBanc-CRT  Options  (NB-CRT). 

The  newly  formed  NationsBanc-CRT  Options  will 
engage  only  in  the  activities  of  (a)  purchasing  and 
selling,  for  its  own  account,  options  on  foreign  curren¬ 
cies  traded  on  the  Philadelphia  Stock  Exchange  (PHLX) 
and  (b)  purchasing  and  selling,  for  its  own  account, 
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futures  on  foreign  currencies  traded  on  the  Philadelphia 
Board  of  Trade  (PBOT)  and  on  the  Chicago  Mercantile 
Exchange  (CME).  The  operating  subsidiaries  will  par¬ 
ticipate  in  the  business  venture  only  as  partners  of 
NationsBanc-CRT  Options.  NationsBanc-CRT  Options 
will  conduct  its  business  using  the  existing  governmen¬ 
tal  and  exchange  registrations  and  memberships  of 
CRT-Options,  which  include  (a)  registration  as  a  broker- 
dealer  with  the  Securities  and  Exchange  Commission 
pursuant  to  Section  15  of  the  Securities  Exchange  Act 
of  1934,  as  amended:  (b)  registration  as  a  broker- 
dealer  with  the  Pennsylvania  Securities  Commission: 
(c)  membership  in  the  PHLX  and  registration  with  that 
exchange  as  a  Registered  Options  Trader  for  the  pur¬ 
pose  of  acting  as  a  market-maker  in  all  foreign  currency 
options  traded  on  that  exchange;  and  (d)  membership 
in  the  PBOT.  NationsBank-CRT  Options,  Ltd.  will  clear 
all  its  own  trades  with  respect  to  options  on  foreign 
currencies  on  the  PHLX  and  futures  on  foreign  curren¬ 
cies  on  the  PBOT  and  the  CME. 

The  operating  subsidiaries  will  be  located  at  the  main 
office  of  the  bank  in  Charlotte,  North  Carolina.  Nations¬ 
Banc-CRT  Options,  Ltd.  will  be  located  at  1900  Market 
Street,  Philadelphia,  Pennsylvania  19103. 

Discussion 

National  banks  may  choose  to  engage  in  any  autho¬ 
rized  activity  by  means  of  an  operating  subsidiary. 
12  CFR  5.34.  The  OCC  has  previously  determined  that 
operating  subsidiaries  of  national  banks  may  purchase 
and  sell  options  on  foreign  currencies  for  their  own 
account.  Interpretive  Letter  No.  433,  reprinted  in  [1988- 
89  Transfer  Binder],  Fed.  Banking  L.  Rep.  (CCH) 
U  85,657  (June  3,  1 988)  (operating  subsidiary  may  buy 
and  sell  options  on  foreign  currencies  for  the  account 
of  the  bank  and  act  as  market-maker  for  such  options 
on  the  PHLX).  The  OCC  has  further  determined  that 
operating  subsidiaries  of  national  banks  may  purchase 
and  sell  for  their  own  account  futures  on  foreign  curren¬ 
cies.  Interpretive  Letter  No.  494,  reprinted  in  [Transfer 
Binder  1989-90],  Fed.  Banking  L.  Rep.  (CCH)  H  83,083 
(December  20,  1989)  (operating  subsidiary  permitted 
to  buy  and  sell  financial  futures);  Interpretive  Letter  No 
422,  reprinted  in  [1988-89  Transfer  Binder],  Fed.  Bank¬ 
ing  L.  Rep.  (CCH)  H  85,645  (April  11,1 988)  (operating 
subsidiary  permitted  to  buy  and  sell  financial  futures 
and  options).  Finally,  the  OCC  has  permitted  operating 
subsidiaries  of  national  banks  to  provide  clearing  ser¬ 
vices  for  their  own  accounts  as  well  as  the  accounts  of 
customers,  interpretive  Letter  No.  494.  reprinted  in 
[1989-90  Transfer  Binder],  Fed.  Banking  L.  Rep.  (CCH) 
H  83,083  (December  20,  1989)  (clearing  aspect  of 
orokerage  is  part  of  traditional  credit  function  of  national 
banks).  Thus,  the  proposed  activities  of  NationsBanc- 
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CRT  Options,  Ltd  are  all  within  the  authorized  powers 
of  national  banks  and  their  operating  subsidiaries. 

The  structure  of  this  transaction  is  consistent  with  prior 
OCC  rulings  on  the  permissibility  of  partnerships  for 
operating  subsidiaries  for  national  banks.  At  the  con¬ 
clusion  of  this  transaction,  the  two  operating  subsid¬ 
iaries  will  be  partners  in  the  newly  formed  Nations- 
Banc-CRT  Options  The  OCC  has  permitted  operating 
subsidiaries  of  national  banks  to  participate  in  partner¬ 
ships  as  either  general  or  limited  partners  as  long  as 
the  partnership  will  engage  only  in  activities  that  are 
permissible  for  a  national  bank.  Interpretive  Letter  No. 
516,  reprinted  in  [1990-91  Transfer  Binder],  Fed.  Bank¬ 
ing  L.  Rep.  (CCH)  H  83,219  (July  12,  1990).  As  noted 
above,  the  activities  proposed  for  NationsBanc-CRT 
Options,  Ltd.  are  permissible  activities  for  national 
banks  and  their  operating  subsidiaries.  Moreover,  the 
fact  that  the  operating  subsidiaries  will  together  own 
and  control  100  percent  of  the  partnership  and  equity 
interests  in  NationsBanc-CRT  Options,  Ltd.  eliminates 
all  the  risks  associated  with  a  national  bank  entering 
into  a  partnership  with  an  unaffiliated  organization. 
There  is  no  possibility  that  an  outside  entity  will  in¬ 
fluence  the  activities  of  the  partnership. 

Based  on  this  analysis,  the  establishment  and  activities 
of  the  operating  subsidiaries  will  be  approved  subject 
to  the  representations  in  your  letter  and  the  supervisory 
conditions  set  forth  below. 

Supervisory  Conditions 

(1)  The  investment  of  the  bank  in  or  loans  by  the  bank 
or  its  affiliates  to,  the  operating  subsidiaries  and 
NationsBanc-CRT  Options,  Ltd.  will  not  exceed  in  the 
aggregate  its  legal  lending  limit  at  the  time  of  the 
investment  or  loan  The  bank  will  not  make  any  addi¬ 
tional  investments  of  equity  capital  in  either  of  the 
operating  subsidiaries  or  NationsBanc-CRT  Options, 
Ltd.  without  the  prior  written  consent  of  the  OCC.  For 
purposes  of  calculating  the  lending  limit,  the  investment 
by  the  bank  in  the  operating  subsidiaries  or  Nations¬ 
Banc-CRT  Options,  Ltd.  would  be  considered  un¬ 
secured  The  bank  and  its  affiliates  may  lend  to  the 
operating  subsidiaries  or  NationsBanc-CRT  Options, 
Ltd  in  the  aggregate  an  additional  10  percent  unim¬ 
paired  capital  and  surplus  of  the  bank  if  secured  by 
readily  marketable  collateral  as  provided  by  1 2  U.S.C.  84. 

(2)  The  operating  subsidiaries'  exposure  to  the  PHLX, 
PBOT,  and  CME  shall  be  limited  to  the  amount  of  the 
capital  of  NationsBanc-CRT  Options,  Ltd  The  bank  will 
not  guarantee  or  assume  responsibility  for  any  liability 
of  the  operating  subsidiaries  or  NationsBanc-CRT  Op¬ 
tions,  Ltd  on  any  exchanges. 


(3)  Non-hedging  uses  of  futures  on  foreign  currencies 
will  be  undertaken  only  by  dealer  units  of  NationsBanc- 
CRT  Options,  Ltd. 

(4)  The  board  of  directors  of  the  operating  subsidiary 
that  is  the  general  partner  of  NationsBanc-CRT  Op¬ 
tions,  Ltd.  (general  partner)  will  adopt  specific  written 
policies  as  well  as  internal  control  procedures  with 
regard  to  the  trading  activities  of  NationsBanc-CRT 
Options,  Ltd.  in  futures  on  foreign  currencies. 

(5)  The  board  of  directors  of  the  general  partner  will 
adopt  institutional  limits  with  respect  to  each  type  of 
futures  contract  on  foreign  currencies.  Aggregate 
bankwide  positions  in  any  type  of  futures  contract  on 
foreign  currencies  will  be  monitored  and  will  be  limited 
to  a  reasonable  percentage  of  the  total  “open  interest” 
in  a  contract  month,  consistent  with  safety  and  sound¬ 
ness  considerations. 

(6)  NationsBanc-CRT  Options,  Ltd.  will  maintain  a  con¬ 
tract  register  adequate  to  identify  and  control  all  futures 
contracts  on  foreign  currencies. 

(7)  NationsBanc-CRT  Options,  Ltd.  will  establish  proce¬ 
dural  controls,  limits,  and  accounting  methods  consis¬ 
tent  with  those  discussed  in  Banking  Circular  79,  with 
appropriate  tests  to  evaluate  them  on  an  ongoing  basis. 

(8)  NationsBanc-CRT  Options,  Ltd.  will  be  managed  in 
such  a  way  as  to  minimize  the  risk  of  piercing  the 
corporate  veil. 

(9)  NationsBanc-CRT  Options,  Ltd.  will  be  subject  to 
OCC  regulation,  supervision,  and  examination. 

(10)  The  bank  shall  promptly  notify  the  OCC  if  there  is 
any  change  with  respect  to  the  bank’s  potential  liability 
as  regards  the  activities  of  NationsBanc-CRT  Options, 
Ltd.  as  a  member  of  the  PHLX,  the  PBOT,  or  the  CME. 

(11)  Pursuant  to  12  CFR  5.34,  the  bank  will  notify  the 
OCC  if  the  bank  intends  to  perform  any  new  activities 
in  either  of  the  operating  subsidiaries. 

Please  be  advised  that  the  conditions  of  this  approval 
are  deemed  to  be  "conditions  imposed  in  writing  by 
the  agency  in  connection  with  the  granting  of  any 
application  or  other  request”  within  the  meaning  of  1 2 
U.S.C.  1818. 

Conclusion 

Subject  to  the  representations  and  conditions  specified 
in  your  notification  letter  as  well  as  those  in  this 
response,  the  bank  may  proceed  with  its  proposal.  This 
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response  is  based  solely  on  the  facts  as  represented 
and  changes  in  the  facts  might  result  in  a  different 
conclusion.  Our  analysis  also  reflects  current  legal  ana 
prudential  standards,  and  may  be  subject  to  revision 
as  future  developments  warrant. 

Frank  Maguire 

Acting  Senior  Deputy  Comptroller 
Corporate  Policy  and  Economic  Analysis 


625— July  1,  1993 

Robert  T.  Colleran 
Senior  Vice  President  & 

Associate  General  Counsel 
Legal  Department 
Chemical  Bank 
270  Park  Avenue 
New  York,  New  York  10017 

Re:  Chemical  Bank,  N.A.,  Jericho  New  York 

Operating  Subsidiary  Notice; 

Control  Number  93NE08007 

Dear  Mr.  Colleran: 

This  letter  responds  to  the  notification  filed  on  April  1, 
1993,  on  behalf  of  Chemical  Bank,  N.A.,  Jericho,  New 
York  (bank),  pursuant  to  12  CFR  5.34,  of  the  bank’s 
intent  to  establish  a  wholly-owned  operating  subsidiary 
(subsidiary)  to  participate,  as  a  general  partner,  in  a 
proposed  general  partnership  (partnership)  with  a  sub¬ 
sidiary  of  the  Liberty  Mutual  Insurance  Company 
(Liberty).  The  partnership  will  be  created  pursuant  to  a 
joint  venture  agreement  between  the  bank  and  Liberty 
relating  to  the  sale,  on  a  retail  basis  through  the  partner¬ 
ship,  of  various  types  of  investment  products,  including 
securities  and  annuities. 

Based  on  the  information  and  representations  in  the 
bank’s  notification  letter,  accompanying  legal  memo¬ 
randum,  and  telephone  conversations  with  bank  coun¬ 
sel,  we  conclude  that  the  proposed  activities  are 
permissible  for  national  banks  and  their  operating  sub¬ 
sidiaries  and  are  consistent  with  prior  opinions  of  the 
Office  of  the  Comptroller  of  the  Currency  (OCC).  Ac¬ 
cordingly,  the  bank  may  implement  its  proposal  pur¬ 
suant  to  1 2  CFR  5.34,  based  on  the  facts  as  described 
and  in  accordance  with  all  the  representations  made  in 
the  submitted  materials  and  in  telephone  conversations 
with  bank  counsel.  This  determination  also  subjects  the 
bank,  the  subsidiary,  and  the  partnership  to  all  the 
conditions  set  forth  in  this  letter. 


The  Bank’s  Proposal 

Under  the  proposal,  the  bank’s  subsidiary  and  a  sub¬ 
sidiary  of  the  Liberty  Mutual  Insurance  Company  will 
enter  into  a  general  partnership,  each  with  50  percent 
interest.  The  partnership  will  be  a  separate  and  distinct 
entity  from  the  bank,  Liberty,  and  their  affiliates.  Cus¬ 
tomer  information  of  the  partnership  generally  will  be 
treated  on  a  confidential  basis  by  the  partners  and  their 
affiliates,  and  will  not  be  provided  to  a  third  party  for 
any  purpose  other  than  in  connection  with  services 
provided  by  the  partnership 

A  governing  board  will  be  responsible  for  the  ultimate 
management  of  the  partnership.  However,  certain  em¬ 
ployees  (officers)  of  the  subsidiary  and/or  employees 
(officers)  of  Chemical  Bank,  a  state-chartered  bank 
subsidiary  of  Chemical  Banking  Corporation,  will  be 
given  management  responsibility  in  the  partnership 
and,  accordingly,  also  will  be  officers  of  the  partnership. 
Such  employees  will  obtain  the  licenses  or  registrations 
necessary  to  perform  their  management  functions  in 
the  partnership,  e.g.,  NASD  registration  as  principal. 
No  employees  of  the  bank  will,  concurrently,  be 
employees  of  the  subsidiary  or  the  partnership. 

The  governing  board  will  consist  of  an  equal  number  of 
individuals  appointed  by  the  bank  or  subsidiary  and 
Liberty.1  The  individuals  appointed  by  the  bank  or  the 
subsidiary  may  be  officers,  directors  and/or  employees 
of  the  subsidiary  or  the  oank’s  affiliates;  and  the  in¬ 
dividuals  appointed  by  Liberty  may  be  officers,  direc¬ 
tors  or  employees  of  Liberty  or  its  affiliates.  At  no  time 
during  the  term  of  the  partnership  agreement,  will  the 
bank  and  the  subsidiary  or  Liberty  be  able  to  appoint 
a  majority  of  the  governing  board.  Each  member  of  the 
governing  board  will  have  one  vote.  However,  if  a 
member  of  the  governing  board  is  absent  at  a  vote, 
another  member  of  the  governing  board  appointed  by 
the  same  partners  may  exercise  the  absent  member’s 
vote.  All  decisions  by  the  governing  board  must  be 
approved  by  a  majority  vote.  Each  partner  therefore  in 
effect  has  veto  power  over  actions  proposed  by  the 
other  partner.  Accordingly,  the  subsidiary  could  not  be 
precluded  by  Liberty  from  having  the  partnership's 
operations  and  activities  conform  to  the  national  bank¬ 
ing  laws,  including  any  condition  imposed  pursuant  to 
12  CFR  5.34. 

The  partnership  agreement  will  specify  that  the  major 
decisions  of  the  partnership  must  be  approved 


'The  initial  governing  board  will  consist  of  six  members,  three  of 
whom  will  be  appointed  by  the  bank  and  three  by  Liberty 
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(depending  on  the  specific  actions  involved)  by  both 
partners  or  a  maiority  vote  of  the  governing  board 
Maior  Decisions  of  the  partnership  will  include,  tor 
example  any  change  to  the  purpose  or  business  or  the 
partnership,  change  in  the  ownership  of  the  partner¬ 
ship.  sale  or  mortgage  of  all  or  substantially  all  of  the 
partnership  assets,  the  incurring  or  assumption  of  sub¬ 
stantial  indebtedness  and  the  appointment  of  the  of¬ 
ficers  of  the  partnership. 

The  partnership  agreement  will  fully  delineate  the  busi¬ 
ness  and  the  activities  of  the  partnership,  which  ac¬ 
tivities  will  be  limited  to  those  permissible  for  a  national 
bank  or  its  operating  subsidiary.  Further,  the  partner¬ 
ship  agreement  will  provide  that  the  partnership  will  be 
subject  to  full  OCC  regulation,  supervision  and  ex¬ 
amination,  including  an  undertaking  by  the  partnership 
to  cease  engaging  in  any  activity  which  the  OCC  for¬ 
mally  determines  not  to  be  permissible.  Although  the 
partnership  contemplates  an  initial  20-year  term,  cer¬ 
tain  events,  such  as  an  adverse  regulatory  decision, 
could  trigger  an  earlier  termination  of  the  partnership 
Under  the  submitted  proposal,  the  partnership  will  not 
own  or  control  any  subsidiaries.  If  the  partnership  in¬ 
tends  or  proposes  such  ownership  or  control  of  sub¬ 
sidiaries  in  the  future  then  the  OCC  would  require  the 
submission  of  a  notice  pursuant  to  12  CFR  5.34. 

The  proposed  name  of  the  partnership  is  "Chemical 
Investment  Services."  The  subsidiary  will  have  its  prin¬ 
cipal  office  in  Jericho,  New  York,  and  the  principal  office 
of  the  partnership  will  be  located  in  New  York,  New  York, 
although  the  partnership  will  establish  and  lease  addi¬ 
tional  offices  at  branch  offices  of  affiliated  subsidiaries 
of  the  bank's  parent  holding  company2  and  potentially 
at  other  locations  as  well.3  To  the  extent  that  the  partner¬ 
ship  leases  space  from  the  bank  and  its  affiliates  it  will 
do  so  at  the  fair  market  value  for  such  space.  Space  in 
which  the  partnership  conducts  retail  brokerage  ac¬ 
tivities  will  be  clearly  identified  as  being  occupied  by 
the  partnership,  including  signage  identifying  the 
partnership.  In  particular,  the  bank  has  represented  that 
the  partnership  office  typically  will  be  segregated  by 
partitions,  walls,  planters,  or  similar  physical  elements. 


2ln  this  connection,  the  bank  represents  that,  to  the  extent  the 
partnership  conducts  any  activity  at  a  location  other  than  the  main 
office  of  the  bank,  which  is  required  to  be  conducted  at  a  bank  main 
office  or  branch  location,  the  partnership  will  be  required  to  conduct 
this  activity  in  compliance  with  12  U.S.C.  36  and  related  OCC 
regulations  and  interpretations 

Tn  addition  to  leasing  space  in  their  branches  to  the  partnership, 
subsidiary  banks  of  Chemical  Banking  Corporation  also  may  provide 
certain  accounting  services  for  the  partnership,  as  well  as  certain 
consulting  ser/ices  with  respect  to  accounting,  computer,  and 
management  information  systems 


The  partnership  ( 1 )  will  be  registered  as  a  broker/dealer 
under  the  Securities  and  Exchange  Act  of  1934  and 
applicable  state  securities  laws,  (2)  will  be  a  member 
ot  the  National  Association  of  Securities  Dealers  and 
(3)  will  be  licensed  as  an  insurance  agency  in  any 
jurisdiction  in  wmch  it  is  required  to  do  so,  in  order  to 
sell  fixed  and  variable  annuities.4 

Proposed  Activities  of  the  Partnership 

The  partnership  will  sell,  entirely  on  an  agency  basis, 
to  existing  customers  and  new  customers  of  the  bank 
and  other  subsidiaries  (including  bank  subsidiaries)  of 
Chemical  Banking  Corporation,  a  variety  of  financial 
investment  products.5  These  investment  products  will 
include  mutual  funds,  closed-end  funds,  unit  invest¬ 
ment  trusts,  government,  municipal,  equity  and  fixed 
income  securities  and  fixed  and  variable  annuities.6 
The  mutual  funds  sold  will  include  the  Hanover  Funds,7 
certain  mutual  funds  sponsored,  distributed  and/or  ad¬ 
vised  by  Liberty  affiliates  and  parties  not  affiliated  with 
either  the  bank  or  Liberty  The  compensation  received 
by  the  partnership  for  its  brokerage  activities  will  be 
consistent  with  that  customarily  received  by  an  agent 
ana  not  that  ot  a  principal  or  dealer.8  Bank  employees 
will  not  be  directly  compensated  based  on  completed 
transactions  by  the  partnership. 

The  partnership  also  may  provide  investment  advice  to 
customers  in  connection  with  the  purchase  and  sale  of 
the  investment  products.  However,  in  all  cases,  the 
customer  will  retain  the  ultimate  investment  decision. 
The  partnership  will  not  have  any  accounts  over  which 
it  has  discretionary  authority.  The  partnership  may,  in  a 


4The  bank  states  that  the  partnership  will  not  be  registered  as  an 
investment  advisor  under  the  Investment  Advisors  Act  of  1940,  as 
the  advice  provided  by  the  partnership  will  be  incidental  to  the 
conduct  of  its  brokerage  business  and  the  partnership  will  not  receive 
special  compensation  for  providing  such  advice  See  15  U.S.C 
80b-2(a)(1 1). 

^he  bank  represents  that  the  bank  will  not  act  as  a  "principal"  in 
connection  with  any  investment  products. 

^he  tixed  and  variable  annuities  may  be  issued  and  underwritten  by 
insurance  companies  that  are  affiliated  with  Liberty,  although  unaf¬ 
filiated  with  the  subsidiary  or  the  bank.  The  partnership  may  receive 
sales-related"  compensation  in  connection  with  the  sale  of  annuities 

7The  Hanover  Funds  are  the  “proprietary”  mutual  funds  of  Chemical 

Banking  Corporation.  These  funds  are  sponsored  and  distributed  by 
Hanover  Funds  Distributor,  Inc.,  an  affiliate  of  Furman  Selz,  Inc  ,  a 
company  which  is  not  affiliated  with  the  bank  or  Liberty  The  Hanover 
Funds  are  advised  by  the  Portfolio  Group,  Inc  ,  Texas  Commerce 
Investment  Management  Company,  and  Princeton  Bank  and  Trust 
Company,  each  of  which  is  a  direct  or  indirect  subsidiary  of  Chemical 
Banking  Corporation  Chemical  Bank  is  a  co-administrator  (with 
Furman  Selz.  Inc  )  and  serves  as  a  custodian 
®The  partnership  may  receive  "sales  loads"  paid  by  customers  in 
connection  with  the  sale  of  shares  of  mutual  funds  and  also  may 
receive  payments  pursuant  to  plans  established  under  12b  1  of  the 
Securities  Exchange  Commission,  or  other  plans  for  recordkeeping 
accounting,  or  other  services  provided  to  fund  shareholders 
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manner  consistent  with  all  applicable  rules  governing 
broker/dealers  in  such  circumstances,  recommend  or 
suggest  certain  mutual  funds.  If  the  partnership  recom¬ 
mends  a  mutual  fund  advised  by  a  bank  affiliate,  this 
relationship  will  be  disclosed. 

The  partnership  will  provide  full  disclosure  to  ensure 
that  customers  who  purchase  on  bank  premises  are  not 
confusing  the  investment  products  with  insured 
deposits.  The  information  provided  by  the  partnership 
will  advise  customers  that  the  products  are  not  en¬ 
dorsed  or  guaranteed  by,  and  do  not  constitute  obliga¬ 
tions  of,  the  partnership,  the  subsidiary,  the  bank,  or 
their  affiliates/and  that  the  products  are  not  insured  by 
the  United  States  Government  or  the  Federal  Deposit 
Insurance  Corporation.  The  partnership  also  will  pro¬ 
vide  disclosure  to  customers  explaining  the  relation¬ 
ship  of  the  partnership  and  the  products  that  it  sells,  to 
the  bank  and  its  affiliates  and  to  Liberty  and  its  affiliates. 
The  bank  has  represented  that  customers  will  receive 
these  disclosures  through  disclosures  built  into  the 
customer  account  agreements  or  additional  disclosure 
documents  provided  when  the  customer  relationship  is 
initiated. 

In  particular,  with  respect  to  mutual  funds,  customers 
will  be  fully  informed  whether  an  affiliate  of  the  bank  is 
an  advisor  to  a  fund  or  if  Liberty  or  an  affiliate  is  a 
sponsor/distributor  and/or  an  advisor  to  a  fund.  Similar¬ 
ly,  regarding  annuities,  customers  will  be  fully  informed 
if  the  products  are  issued  or  underwritten  by  a  company 
affiliated  with  Liberty.  As  has  been  required  in  connec¬ 
tion  with  previous  annuities  sales  approvals  of  the 
OCC,9  the  partnership  will  obtain  a  signed  statement 
from  a  customer  prior  to  the  purchase  of  an  annuity  by 
the  customer  to  the  effect  that  the  customer  under¬ 
stands  that  ( 1 )  the  annuity  is  an  obligation  of  the  issuing 
insurance  company  and  not  the  partnership,  the  bank, 
or  the  subsidiary,  (2)  the  partnership  is  acting  only  as 
agent  for  the  insurance  company,  and  (3)  the  annuity  is 
not  insured  by  the  FDIC. 

To  market  the  partnership’s  services,  the  partnership 
will  provide  each  subsidiary  bank  of  Chemical  Banking 
Corporation  at  which  the  partnership  maintains  a  retail 
brokerage  facility  materials  which  describe  the  distinc¬ 
tions  between  the  partnership  and  the  bank  subsidiary 
and  their  respective  products  and  services. 

The  OCC  is  particularly  concerned  that  bank  cus¬ 
tomers  understand  that  products  being  offered  or 
recommended  by  the  partnership  are  uninsured,  not 
obligations  of  the  bank  or  the  partnership,  and  not 


9See  Interpretive  Letter  No  499  (February  12,  1990),  reprinted  in 
[1989-90  Transfer  Binder]  Fed  Banking  L.  Rep  (CCH)  11  83,090. 


deposit  substitutes  and  that  in  some  instances  the  bank 
or  Liberty  or  their  affiliates  may  have  a  relationship  to 
and  a  financial  interest  in  the  products  themselves  The 
OCC  cautions  the  partnership  to  use  special  care  in 
ensuring  that  the  interests  of  customers  are  protected 
and  that  customers  are  able  to  evaluate  any  potential 
conflicts  of  interest  that  may  exist  when  a  Liberty 
product  is  sold  or  recommended.  The  bank  has  repre¬ 
sented  that  the  partnership  will  comply  with  all  ap¬ 
plicable  disclosure  requirements  under  the  federal 
securities  laws,  the  Rules  of  Fair  Practice  of  the  NASD, 
previous  OCC  precedents,  and  any  state  securities 
laws'  requirements. 

The  partnership’s  activities  are  permitted  subject  to  the 
conditions  and  representations  as  provided  in  this  letter 
and  based  on  the  bank’s  assurances  that  full  and 
adequate  information  will  be  provided  to  the 
partnership's  customers  to  ensure  full  disclosure  of  the 
relationship  with  Liberty  when  the  partnership  recom¬ 
mends  a  Liberty  product.  Please  be  advised  that  if 
compliance  difficulties  arise  related  to  the  proposed 
activity  (including  any  evidence  that  customers  were 
unaware  of  or  did  not  understand  the  relationships 
involved),  the  OCC  may  impose  additional  limitations 
on  the  partnership’s  activities. 

Supervisory  Conditions 

The  OCC’s  approval  of  the  bank’s  operating  subsidiary 
notice  is  subject  to  the  following  conditions,  in  addition 
to  the  representations  specified  in  your  notification 
letter  and  other  materials: 

(1)  The  partnership  shall  disclose  to  customers  at  the 
time  an  account  is  established  that  the  investment 
products  offered  by  the  partnership  (a)  are  not  FDIC 
insured;  (b)  are  not  obligations  of  the  bank  or  the 
partnership;  (c)  are  not  guaranteed  by  the  bank  or 
partnership;  and  (d)  involve  investment  risks,  including 
possible  loss  of  principal.  These  disclosures  shall  be 
provided  using  the  above  language  or  substantially 
similar  language.  The  partnership  shall  also  obtain  at 
the  time  an  account  is  established  a  signed  statement 
acknowledging  that  the  customer  has  received  and 
understands  the  above  disclosures. 

(2)  The  disclosures  described  in  condition  ( 1 )  above  must 
be  conspicuously  disclosed  to  customers  in  all  written 
sales  presentations,  advertising  and  promotional 
materials,  confirmation  forms,  and  periodic  statements. 

(3)  The  partnership  shall  provide  full  disclosure  to  cus¬ 
tomers  at  the  time  an  account  is  established  explaining 
the  relationships  between  the  partnership,  the  bank, 
and  Liberty,  and  the  products  sold  by  the  partnership, 
and  also  shall  disclose  that  from  time  to  time  the 
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products  offered  by  the  partnership  may  involve  entities 
having  other  relationships,  including  lending  relation¬ 
ships  with  the  bank  and  Liberty. 

(4)  The  partnership  may  not  offer  uninsured  investment 
products  with  a  name  identical  to  the  bank.  The 
partnership's  products  may  not  be  marketed  in  a  man¬ 
ner  that  would  mislead  or  deceive  consumers  as  to  the 
products'  uninsured  nature  and  lack  of  any  guarantee 
by  the  bank  or  the  partnership. 

(5)  The  partnership  will  maintain  an  operations  manual 
and  other  written  materials  addressing  the  conduct  of 
retail  sales  activities  of  the  partnership,  which  will  be 
made  available  for  OCC  review.  Customer  suitability 
judgment  procedures  should  be  emphasized. 

(6)  The  subsidiary  will  be  adequately  capitalized. 

(7)  The  partnership  will  be  managed  to  minimize  the 
risk  of  piercing  the  corporate  veil. 

(8)  The  partnership  agreement  will  fully  delineate  the 
activities  of  the  partnership. 

(9)  The  bank,  through  the  subsidiary,  will  have  veto 
power  over  the  activities  of  the  partnership  and  its  major 
decisions. 

(10)  The  partnership  will  be  subject  to  OCC  regulation, 
supervision  and  examination. 

(11)  The  bank's  aggregate  direct  and  indirect  invest¬ 
ments  in  and  advances  to  the  subsidiary  and  the 
partnership  shall  not  exceed  an  amount  equal  to  the 
bank's  lending  limit.10 

(12)  The  bank  must  submit  a  notice  to  the  OCC  pur¬ 
suant  to  12  CFR  5.34  if  the  partnership  at  some  future 
time  decides  to  engage  in  new  activities,  i.e. ,  activities 
not  covered  by  the  bank's  notice  and  the  OCC's 
response  thereto.  Such  a  submission  must  be  made 
even  though  the  activities  have  been  found  to  be  per¬ 
missible  for  national  banks. 

Please  be  advised  that  these  conditions  are  deemed  to 
be  "conditions  imposed  in  writing  by  the  agency  in 
connection  with  the  granting  of  any  application  or  other 
request”  within  the  meaning  of  12  U.S.C.  1818. 


Y  leither  the  bank  nor  the  partnership  will  be  obligated  or  committed 
to  e/tend  credit  to  any  customer  of  the  partnership  for  purposes  of 
purchasing  any  product  through  the  partnership  All  credit  so  ex- 

*er  ged  will  be  on  an  arm  s  length  basis  and  consistent  with  safe  and 
sound  banking 


Conclusion 

Subject  to  the  representations  and  conditions  specified 
in  your  notification  letter  and  other  submitted  materials, 
as  well  as  those  in  this  response,  the  bank  may  proceed 
with  its  proposal.  This  response  is  based  solely  on  the 
facts  as  represented,  and  any  changes  in  the  facts 
might  require  a  different  result.  Our  analysis  also 
reflects  current  legal  and  prudential  standards,  and 
may  be  subject  to  revision  as  future  developments 
warrant.  You  should  be  aware  that  the  OCC  is  in  the 
process  of  finalizing  general  guidance  to  national 
banks  for  developing  programs  and  procedures  that 
should  be  adopted  if  a  bank  engages  in  the  sale  of 
nondeposit  investments.  When  finalized,  all  national 
banks  currently  engaged  in  such  activities  will  be  sub¬ 
ject  to  the  guidelines. 

Frank  Maguire 

Acting  Senior  Deputy  Comptroller 
Corporate  Policy  and  Economic  Analysis 

*  W  ■* * 


626— July  7,  1993 

This  is  in  response  to  your  inquiries  to  the  Office  of  the 
Comptroller  of  the  Currency  (OCC)  concerning  the 
application  of  the  remuneration  disclosure  require¬ 
ments  in  12  CFR  12.4  to  riskless  principal  transactions 
in  preferred  equity  and  investment  grade-rated  debt 
securities. 

As  we  understand  the  bank's  proposed  activity,  the 
bank  would  act  as  a  riskless  principal  in  the  purchase 
and  sale  of  the  above  securities  upon  the  order  and  for 
the  account  of  institutional  investors  in  secondary 
market  transactions.  Securities  and  Exchange  Com¬ 
mission  Rule  IOb-101  defines  a  "riskless  principal" 
transaction  as  one  in  which  a  broker-dealer,  after 
receiving  an  order  to  buy  (or  sell)  a  security  from  a 
customer,  purchases  (or  sells)  the  security  for  its  own 
account  to  offset  a  contemporaneous  sale  to  (or  pur¬ 
chase  from)  the  customers. 

I.  Bank’s  Framework  for  Conducting  Permissible  Risk¬ 
less  Principal  Activity 

In  a  riskless  principal  transaction,  the  securities  are 
purchased  by  the  bank  only  for  an  immediate  resale  to 


1 17  CFR  240  10b- 1 0(a)(8)(i) 


the  ultimate  purchaser.  The  transaction  is  not  confirmed 
to  a  precommitted  purchaser  until  the  securities  have 
been  purchased  from  the  original  seller  and  the  bank's 
purchase  from  the  seller  is  conditional  upon  confirma¬ 
tion  of  the  purchase  by  the  ultimate  purchaser.  Although 
several  hours  (but  not  more  than  a  day)  may  elapse 
between  receipt  and  execution  of  an  order,  execution 
of  offsetting  purchases  and  sales  occurs  virtually  simul¬ 
taneously.  The  bank  has  no  obligation  to  purchase  a 
particular  security  from  a  third  party  seller  unless  it  has 
an  offsetting  order  from  a  third  party  purchaser,  and  no 
obligation  to  sell  that  particular  security  to  a  third  party 
purchaser  unless  it  has  an  offsetting  order  from  a  third 
party  seller.  The  bank  does  not  hold  in  inventory  any 
security  purchased  in  a  riskless  principal  transaction, 
except  in  the  case  of  dona  fide  settlement  default,  in 
which  case  the  security  is  sold  as  soon  as  possible. 

The  bank  has  represented  that  its  activity  would  be 
conducted  in  the  following  manner  to  ensure  the  activity 
fully  comports  with  12  U.S.C.  24(7)  and  is  prudent  for 
the  bank.  The  bank  will  not  hold  itself  out  as  a  market 
maker  or  dealer  for  any  securities  being  bought  or  sold. 
The  bank  will  not  enter  quotes  for  specific  securities  in 
the  National  Association  of  Securities  Dealers 
automated  quotation  system  (NASDAQ)  or  any  other 
dealer  quotation  system  in  connection  with  riskless 
principal  transactions.  Confirmations  will  refer  to  the 
transactions  as  "riskless  principal”  transactions.  The 
bank  will  not  make  any  general  solicitation  or  advertise¬ 
ment  for  any  security  being  bought  or  sold.  The  bank 
will  not  execute  riskless  principal  transactions  on  behalf 
of  any  of  its  foreign  subsidiaries  or  its  affiliates.  In 
addition,  the  bank  has  agreed  to  disclose  its  capacity 
in  each  customer  trade  to  be  that  of  a  “riskless  prin¬ 
cipal,”  in  order  to  avoid  confusion  concerning  the 
bank's  capacity. 

In  order  to  permit  effective  internal  auditing  as  well  as 
OCC  examination  of  the  bank’s  compliance  with  the 
requirements  on  riskless  principal  transactions,  the 
bank  will  adopt  procedures  that  fully  conform  with  Part 
12  to  code  and  identify  all  riskless  principal  transac¬ 
tions  and  maintain  appropriate  records,  including 
original  order  tickets  with  time  stamping  of  both  receipt 
and  execution  of  orders.  In  the  OCC’s  view,  compliance 
with  these  coding  and  time  stamping  procedures  is 
required  to  establish  that  a  bank  is  conducting  permis¬ 
sible  riskless  principal  activity,  rather  than  ineligible 
dealing,  in  this  regard,  all  transaction  records  of  the 
bank  will  specifically  indicate  when  a  trade  is  being 
done  as  a  "riskless  principal.” 

The  OCC  has  previously  determined  that  brokerage 
activity  conducted  as  a  riskless  principal  is  authorized 
for  national  banks  and  does  not  violate  the  Glass- 
Steagall  Act  restriction  on  bank  underwriting  and  deal¬ 


ing  contained  in  12  U.S.C.  24(7). 2 3  The  Federal  Reserve 
Board  also  has  determined  that  such  activity  is  bank- 
eligible  under  the  Glass-Steagall  Act."  The  bank's 
described  activity  is  consistent  with  riskless  principal 
activity  permitted  to  banking  organizations. 

II.  Disclosure  of  Remuneration  and  Counterparty 
Identity 

The  bank  would  be  compensated  for  each  riskless 
principal  transaction  by  the  difference  between  the 
price  paid  to  the  seller  and  the  price  received  from  the 
purchaser.  The  remuneration  to  a  riskless  principal 
intermediary  typically  consists  of  the  spread  (mark  up 
or  mark  down)  between  the  purchase  (or  sale)  price  to 
the  intermediary  in  purchasing  (or  selling)  a  security  in 
the  market  on  behalf  of  a  customer  and  the  price 
negotiated  with  the  customer  for  the  purchase  (or  sale) 
of  the  same  security. 

The  bank  has  represented  that,  as  an  industry  practice, 
the  amount  of  the  differential  generally  is  not  disclosed 
to  either  the  buyer  or  the  seller  in  a  riskless  principal 
transaction  in  debt  securities.  In  addition,  the  identity 
of  the  counterparty  is  not  disclosed  in  riskless  principal 
transactions  generally.  In  order  to  engage  in  riskless 
principal  services  on  the  same  basis  as  other  market 
participants,  the  bank  requests  OCC  confirmation  that 
the  disclosure  requirements  in  the  OCC’s  Recordkeep¬ 
ing  and  Confirmation  Requirements  for  Securities 
Transactions,  12  CFR  12.4,  would  not  require  the  bank 
to  disclose  the  differential  or  identify  the  other  customer 
or  broker  from  whom  the  securities  are  purchased. 

Section  1 2.4  requires  a  bank  to  disclose  the  source  and 
amount  of  remuneration  received  by  the  bank,  and  the 
name  of  the  broker/dealer  utilized  or  the  person  from 
whom  the  security  was  purchased  or  to  whom  it  was 
sold  in  connection  with  a  transaction  the  bank  effects 
for  a  "customer.”4  The  bank  maintains  that  requiring  the 
bank  to  disclose  remuneration  and  counterparty  iden¬ 
tity  to  customers  would  lead  to  different  requirements 


2OCC  Interpretive  Letter  No.  371;  reprinted  in  [1985-87  Transfer 
Binder]  Fed.  Banking  Law  Rep  (CCH)  H  85,541  (June  13,  1986) 

3 Bankers  Trust  New  York  Corporation,  75  Federal  Reserve  Bulletin 
829, 831-33 (1989) 

Pursuant  to  12  CFR  12.2(b),  transactions  with  a  "dealer"  are  exempt 
from  the  recordkeeping  and  confirmation  requirements  of  Part  12  In 
the  staff's  view,  the  term  "dealer”  used  in  Part  12  refers  to  a  person 
in  the  business  of  buying  and  selling  securities  for  his  own  account 
This  definition  is  generally  accepted  by  the  industry  and  is  similar  to 
the  definition  contained  in  Section  3(a)(5)  of  the  Securities  Exchange 
Act  of  1934  See  L  Loss.  Fundamentals  of  Securities  Regulation 
604-06  (2d  ed  1988);  L  Loss,  Securities  Regulation  1215-17,  1297 
(2d  ed  1961).  Transactions  with  investment  fund  managers  noted  in 
your  initial  inquiry  would  not  appear  to  be  exempt  dealer  transactions 
since  the  investment  manager  would  be  acting  on  behalf  of  a  fund 
and  not  in  a  dealer  capacity 
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for  national  banks  that  act  as  riskless  principal  inter¬ 
mediaries,  contrary  to  the  underlying  purpose  of  Part 

12. 

The  OCC  promulgated  Part  12  in  1979* * 5  following  a 
Congressionally  mandated  study  by  the  Securities  and 
Exchange  Commission  of  bank's  securities  activities 
that  recommended  more  uniform  recordkeeping  re¬ 
quirements  and  confirmation  requirements  for 
brokerage-type  services  of  banks  in  light  of  the  fact  that 
these  bank  services  are  functionally  equivalent  to  those 
of  nonbank  broker-dealers  6 7  However,  the  bank  notes 
that  SEC  rules  governing  registered  broker-dealers 
engaged  in  riskless  principal  transactions  generally  do 
not  require  disclosure  of  the  counterparty  or.  in  debt 
securities  transactions,  the  amount  and  source  of 
remuneration  received  by  the  intermediary.  In  addi¬ 
tion,  the  Federal  Reserve  Board  staff  has  advised  OCC 
staff  that  the  Federal  Reserve  Board  staff  has  not  ob¬ 
jected  to  nondisclosure  of  this  information  under  similar 
circumstances  by  a  state  member  bank,  subject  to 
state  law.  Pursuant  to  the  Board’s  Regulation  H  ( 1 2  CFR 
208. 8(k)),  state  member  banks  are  subject  to  substan¬ 
tially  the  same  disclosure  requirements  contained  in 
Part  12.  Therefore,  in  the  staff’s  view,  permitting  the 
bank  to  conduct  transactions  under  the  disclosure  re¬ 
quirements  that  apply  to  broker-dealers  and  state  mem¬ 
ber  banks  would  be  consistent  with  more  uniform 
regulatory  treatment  of  national  banks. 

Moreover,  in  every  customer  transaction,  the  bank  will 
disclose  the  fact  that  it  is  acting  in  a  riskless  principal 
capacity  and  that  there  is  a  counterparty.  The  bank  also 
will  disclose  whether  it  is  being  compensated  by  means 
of  a  spread,  and  the  bank  will  adhere  to  internal  policy 
under  which  spreads  will  approximate  a  typical  com¬ 
mission  and  will  be  within  the  limits  required  under  the 
securities  laws.  The  fact  that  the  bank  will  limit  its 
riskless  principal  activity  to  institutional  customers  and 
will  limit  the  debt  securities  offered  in  this  capacity  to 
investment  grade  securities  lessens  any  concern  that 
a  customer  might  not  be  able  to  evaluate  the  merits  of 
a  transaction  without  specific  remuneration  and 
counterparty  information.  Given  these  factors,  the 
remuneration  and  counterparty  disclosure  obligations 
of  Part  12  do  not  appear  necessary  to  ensure  the  safe 
and  sound  conduct  of  riskless  principal  operations  by 
the  bank.  Subject  to  the  foregoing,  the  OCC  staff  does 
not  object  on  the  basis  of  Part  12  to  the  nondisclosure 
by  the  bank  acting  as  riskless  principal  of  the  identity 


c'44  Federal  Register  77 ,137  (1979) 

£'  Fteports  on  Bank  Securities  Activities  of  the  Securities  and  Exchange 

Commission,  Senate  Comm  on  Banking,  Housing  and  Urban  Affairs, 

95th  Cong  1st  Ses8  306,  322-26  (1977) 

7 SEC  Rule  10b-l0(a)(8)(17  CFR  240  10b- 10(a)(8)) 


of  the  counterparty  or,  in  the  case  of  debt  securities 
transactions,  the  remuneration  received  by  the  bank. 
The  staff's  opinion  is  limited  to  circumstances  in  which 
broker-dealers  subject  to  SEC  Rule  10b-10  also  would 
not  be  required  to  make  these  disclosures  8 

The  staff’s  non-objection  is  limited  to  compliance  with 
the  remuneration  disclosure  requirements  in  12  CFR 
12.4  under  the  facts  and  circumstances  described  to 
the  OCC,  and  does  not  relieve  the  bank  of  the  obligation 
to  comply  with  other  provisions  of  Part  12  that  may  be 
applicable,  such  as  the  recordkeeping  requirements  of 
12  CFR  12.3.  Further,  the  bank  should  consider  the 
possible  application  of  any  disclosure  obligations  that 
may  arise  apart  from  Part  12,  such  as  disclosure  re¬ 
quirements  under  principles  of  agency  law  In  all  cases, 
the  bank  is  responsible  for  ensuring  that  its  disclosures 
to  customers  are  in  compliance  with  the  antifraud 
provisions  of  the  securities  laws. 

Jimmy  F.  Barton 
Deputy  Comptroller 
Multinational  Banking 

*  *  * 


627— July  13,  1993 

This  is  in  response  to  your  July  20,  1992  letter  in  which 
you  request,  on  behalf  of  your  client,  the  approval  from 
the  Office  of  the  Comptroller  of  the  Currency  (OCC)  of 
the  proposed  participation  of  a  federal  branch  in  the 
distribution  of  commercial  paper  issued  by  its  wholly- 
owned  subsidiary,  ***  Capital  Corporation.  Based  on 
the  facts  set  forth  in  your  letter  and  subject  to  satisfac¬ 
tion  of  the  supervisory  conditions  described  below,  we 
will  not  object  to  the  proposed  activity. 

Your  client  is  a  “qualifying  foreign  banking  organization” 
for  purposes  of  the  International  Banking  Act  of  1978. 
The  company  operates  a  federal  branch,  which  is  not 
a  member  bank  in  the  Federal  Reserve  System,  and  its 
deposits  in  the  United  States  are  not  insured  by  the 
Federal  Deposit  Insurance  Corporation. 

***  Capital  is  a  wholly  owned  subsidiary  of  ***.  Since 
1984,  ***  Capital  has  been  engaged  in  the  issuance  of 
commercial  paper  which  is  fully  and  unconditionally 
guaranteed  by  ***.  Proceeds  from  the  sale  of  this  com¬ 
mercial  paper  are  used  to  fund  the  operation  of  the 


eSEC  Rule  10b- 10  requires  disclosure  of  remuneration  in  transactions 
in  equity  securities  Preferred  stock  is  an  equity  security  for  purposes 
of  these  requirements  See  Section  3(a)(l1)  of  the  Securities  Ex¬ 
change  Act  of  1934  (15  U.S  C  78c(a)(1 1)) 


federal  branch  as  well  as  the  holding  company  opera¬ 
tion.  You  further  represent  that  the  commercial  paper  is 
exempt  from  registration  under  Section  3(a)(3)  of  the 
Securities  Act.1 

The  ***  Capital  commercial  paper  has  traditionally  been 
sold  through  two  unaffiliated  broker-dealer  firms  in  the 
United  States  (brokers).  The  holding  company  now 
proposes  to  supplement  the  distribution  activities  of  the 
brokers  by  offering  the  commercial  paper  through  the 
federal  branch.  You  propose  that  the  branch  will  act  as 
agent  for  ***  Capital  and  place  the  commercial  paper 
in  accordance  with  the  Private  Placement  Procedures 
described  in  your  letter.  These  procedures  provide  that 
the  branch  will  limit  the  sale  of  commercial  paper  to 
"accredited  investors"  as  defined  in  Regulation  D,2  that 
no  general  solicitations  or  advertisements  will  be  made 
to  the  public  regarding  a  particular  issue  of  commercial 
paper,  and  that  the  commercial  paper  placed  by  the 
branch  will  be  issued  in  denominations  in  excess  of 
$100,000.  The  brokers  will  continue  to  offer  the  *** 
Capital  commercial  paper  for  sale  without  compliance 
with  the  Private  Placement  Procedures.  The  branch  will 
adhere  to  the  Private  Placement  Procedures  in  order  to 
ensure  that  it  is  not  engaged  in  the  distribution  of 
securities  and  to  avoid  the  risks  addressed  by  the 
Glass-Steagall  Act.  You  note  that  Glass-Steagall  does 
not  apply  to  the  sale  of  commercial  paper  by  the 
brokers  and  the  commercial  paper  is  exempt  from 
registration  under  Section  3(a)(3)  of  the  Act. 

Based  on  our  review  of  the  facts,  the  Office  will  not 
object  to  the  sale  of  ***  Capital  commercial  paper  in  the 
branch  conducted  in  accordance  with  the  procedures 
set  forth  in  your  letter  and  the  supervisory  conditions 
outlined  below.  The  OCC  has  previously  determined 
that  a  national  bank’s  sale,  as  agent,  of  affiliate  notes 
does  not  constitute  "underwriting"  for  purposes  of  the 
Glass-Steagall  Act.  OCC  No-Objection  Letter  No.  87-3. 
reprinted  in  Fed.  Banking  L.  Rep.  (CCH)  $  84,032 
(March  24,  1987);  see  also  Securities  Industry  Ass’n  v. 
Board  of  Governors,  71 6  F.  2d  92, 96  (2d  Cir.  1 983,  aff’d, 
468  U.S.  207  (1984)  ("underwriting"  refers  to  wide¬ 
spread  marketing  of  securities  in  which  dealer  trades 
as  principal  for  his  own  profit).  Since  that  time,  the  OCC 
has  permitted  national  banks  to  sell  affiliate  commercial 
paper  subject  to  certain  safety  and  soundness  con- 


’To  qualify  for  exemption  under  Section  3(a)(3)  of  the  Securities  Act, 
commercial  paper  must  be  short  term,  of  "prime"  credit  quality,  and 
used  tc  finance  current  transactions  Furthermore,  the  commercial 
paper  must  be  sold  only  to  "sophisticated  investors"  and  not  offered 
to  the  general  public.  Securities  Act  Release  No  4412  issued 
September  20,  196 1 

Securities  Act  Rule  501(a),  17  CFR  240  501(a),  see  also  Securities 
Act  Release  No  33-6389,  issued  March  8,  1982 


siderations  outlined  in  Section  204.1  of  the  Comp¬ 
troller’s  Handbook  for  National  Bank  Examiners. 

In  selling  the  commercial  paper,  the  branch  should  be 
especially  sensitive  to  the  potential  for  conflicts  of  inter¬ 
est  that  may  arise.  By  selling  affiliate  commercial  paper, 
the  branch  is  essentially  acting  as  agent  for  both 
and  the  purchasers  of  commercial  paper.  The  branch 
should  be  alert  to  situations  in  which  funding  require¬ 
ments  conflict  with  the  legal  requirements  for  the  sale 
of  commercial  paper  and  the  interests  of  the  pur¬ 
chasers. 

Supervisory  Conditions 

(1 )  The  federal  branch  shall  continue  to  place  ***  Capi¬ 
tal  commercial  paper  only  as  long  as  the  paper  meets 
the  requirements  for  exemption  under  Section  3(a)(3) 
of  the  Securities  Act.  In  this  regard,  the  branch  shall 
monitor  the  quality  of  the  commercial  paper  to  ensure 
its  continued  "prime”  credit  quality.  See  Securities  Act 
Release  No.  4412,  issued  September  20,  1961.  Upon 
a  determination  that  the  commercial  paper  is  no  longer 
exempt  from  registration,  the  branch  shall  immediately 
discontinue  its  placement  activities. 

(2)  The  branch  shall  sell  ***  Capital  commercial  paper 
only  to  those  categories  of  sophisticated  investors 
identified  in  the  Private  Placement  Procedures. 

(3)  The  branch  shall  adequately  inform  all  potential 
purchasers  of  the  nature  of  the  transaction  by  disclos¬ 
ing  that  ***  Capital  commercial  paper  is  (a)  not  a 
deposit;  (b)  not  insured  by  the  FDIC;  (c)  subject  to 
investment  risks  including  loss  of  principal;  and  (d) 
issued  by  an  affiliate  of  the  branch.  In  requiring  this 
disclosure,  the  OCC  recognizes  that  the  branch  does 
not  accept  domestic  retail  deposits. 

(4)  The  branch  shall  sell  the  commercial  paper  in 
denominations  of  $100,000  or  more  as  provided  in  the 
Private  Placement  Procedures. 

(5)  The  branch  shall  guard  against  potential  conflicts  of 
interest  by  (a)  instructing  sales  representatives  to  pro¬ 
vide  accurate  information  on  the  investment  quality  of 
affiliate  commercial  paper;  (b)  ensuring  that  compen¬ 
sation  programs  do  not  create  incentives  for  the  sale  of 
affiliate  commercial  paper  over  other  financial  invest¬ 
ment  instruments;  (c)  maintaining  contingency  plans  to 
provide  for  funding  in  the  event  that  the  commercial 
paper  sales  must  be  discontinued'  and  (d)  taking  other 
action  as  necessary  to  identify  and  avoid  potential 
conflicts. 

Subject  to  the  representations  and  conditions  set  forth 
in  your  letter  as  well  as  those  in  this  response,  the  bank 
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may  proceed  with  its  proposal.  This  response  is  based 
solely  on  the  facts  as  represented  and  any  changes  in 
the  facts  might  require  a  different  result  The  Office  may 
impose  additional  limitations  to  address  compliance 
issues  that  may  arise 

MaryAnn  E  Orr 
Senior  Attorney 


628— July  19,  1993 

This  is  in  response  to  your  request  on  behalf  of  the  bank 
for  guidance  regarding  the  application  of  the  registra¬ 
tion  requirements  of  the  Texas  Securities  Act  to  the 
bank’s  trust  activities.  This  will  also  confirm  our 
telephone  conversations  of  May  6  and  18,  1993.  We 
have  determined  that  the  bank  does  not  need  to  comply 
with  the  registration  requirements  of  the  Texas 
Securities  Act  because  federal  law  preempts  those 
requirements. 

The  bank  is  a  national  banking  association  organized 
under  the  laws  of  the  United  States.  You  described  the 
bank's  activities  during  our  telephone  conversations. 
You  stated  that  the  bank  is  engaged  in  trust  activities. 
All  of  the  bank's  trust  customers  enter  into  trust  agree¬ 
ments  with  the  bank.  The  bank  provides  investment 
advisory  services  to  its  trust  customers.  As  a  part  of 
those  investment  advisory  services,  the  bank  provides 
prospectuses  of  proprietary  mutual  funds  to  the  bank’s 
nondiscretionary  customers.  The  bank  does  not  ex¬ 
ecute  trades  in  securities.  All  trades  are  executed  by 
outside  broker-dealers.  The  bank  advertises  its  invest¬ 
ment  management  services. 

We  understand  that  the  Texas  State  Securities  Board 
(Texas  Board)  informed  the  bank  on  August  29,  1991 
that  the  performance  of  the  above  activities  required 
the  bank  to  register  with  the  state  as  an  investment 
advisor.  The  bank  then  registered  with  the  state  of  Texas 
as  an  investment  advisor.  On  September  23,  1992,  the 
Texas  Board  performed  a  review  of  the  books  and 
records  of  the  bank.  By  letter  dated  March  9,  1993,  the 
Texas  Board  informed  the  bank  that  its  securities-re- 
lated  activities  extended  beyond  advisory  services  and 
that  the  bank  needed  to  register  with  the  state  as  a 
secur'ties  dealer  rather  than  as  an  investment  advisor. 
In  addition,  the  Texas  Board  stated  that  bank 
employees  engaged  in  securities-related  activity 
should  be  registered  as  agents. 

The  Texas  Securities  Act  (Texas  Act)  requires  the 
registration  of  individuals,  firms,  corporations,  and 
dealers  that  directly  or  through  agents  or  salesmen  offer 


for  sale  or  sell  securities  in  Texas.  Tex.  Rev.  Civ.  Stat. 
Ann.  art.  581-12  (West  1993).  The  term  "dealer"  in¬ 
cludes  a  “person  or  company  who  engages  in  render¬ 
ing  services  as  an  investment  advisor."  Tex.  Rev.  Civ. 
Stat.  Ann.  art.  581-4  C  (West  1993).  An  individual  or 
corporation  can  register  under  the  Texas  Act  in  a  num¬ 
ber  of  different  capacities  including  as  a  general 
securities  dealer,  an  investment  advisor,  a  salesman,  or 
an  agent.  Tex.  Admin.  Code  tit.  7,  115.1(a)(1).  As  a 
condition  of  registration,  applicants  must  pass  a  written 
examination.  Tex.  Rev.  Civ.  Stat.  Ann.  art.  581-13;  Tex. 
Admin.  Code  tit.  7,  1 15.3.  The  Texas  Board  has  broad 
authority  over  those  who  are  registered  under  the  Texas 
Act.  Such  authority  includes  authority  to  investigate 
violations  of  the  Texas  Act  as  well  as  the  authority  to 
make  on-site  examinations  and  to  review  and  make 
photocopies  of  records.  Tex.  Rev.  Civ.  Stat.  Ann.  art. 
581-32  (West  1993);  Tex.  Admin.  Code  tit.  7,  1 15.1(c), 
115.7. 

We  must  note  that  it  is  not  entirely  clear  to  us  that  the 
bank's  activities  trigger  registration  under  the  Texas 
Act.  The  bank  appears  to  fall  within  one  of  the  exemp¬ 
tions  to  the  definition  of  investment  advisor. 1 

However,  regardless  of  whether  or  not  the  Texas  Act 
requires  registration,  the  bank  does  not  need  to  register. 
Federal  law  preempts  the  Texas  Act  and  the  rules 
thereunder.  The  OCC  has  issued  a  number  of  opinion 
letters  relating  to  this  matter.  Those  letters  state  that 
federal  law  preempts  state  laws  imposing  registration 
or  licensing  requirements  on  national  banks  that  in 
exercising  their  fiduciary  powers  provide  investment 
advice  and  act  as  agent  in  the  purchase  and  sale  of 
securities.  See  Letter  from  Peter  Liebesman,  Assistant 
Director,  March  30,  1982;  Letter  from  Robert  L. 
Schwind,  Regional  Counsel,  January  24,  1967. 

The  doctrine  of  federal  preemption  is  based  on  the 
Supremacy  Clause  of  the  United  States  Constitution, 
which  provides: 

This  Constitution,  and  the  laws  of  the  United 
States  which  shall  be  made  in  Pursuance  thereof; 

.  . .  shall  be  the  supreme  Law  of  the  Land; . . .  any 
Thing  in  the  Constitution  or  Laws  of  any  State  to 
the  Contrary  notwithstanding. 

U.S.  Const,  art.  VI  cl.  2.  The  Supremacy  Clause  ex¬ 
pressly  prohibits  state  law  from  interfering  with  rights 


'Tex  Admin  Code  tit  7.  107  2  provides  that  the  term  "investment 
advisor"  does  not  apply  to  "national  banks  in  the  conduct  of  their 
normal  banking  functions  "  The  bank's  trust  activities  are  normal 
banking  functions  permitted  under  12  U  SC  92a  The  bank,  there¬ 
fore,  should  be  viewed  by  the  Texas  Board  as  excluded  from  the 
definition  of  investment  advisor 
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conferred  by  federal  law.  It  has  been  the  OCC's 
longstanding  position  that  state  laws  which  limit  the 
exercise  of  authorized  powers  by  national  banks  are 
preempted  by  the  Supremacy  Clause.  See,  e.g.,  Letter 
from  Robert  L  Schwmd,  Regional  Counsel.  January  24 
1967.  The  OCC  has  also  issued  numerous  opinions 
concluding  that  state  laws  are  preempted  to  the  extent 
they  require  the  obtaining  of  licenses  by  either  a  nation¬ 
al  bank  or  its  employees  for  the  conduct  of  activities 
authorized  for  national  banks  under  federal  law.  See, 
e.g.,  Letter  from  James  F.  E.  Gillespie,  Jr.,  Senior  Attor¬ 
ney,  August  1 1,  1986. 

Federal  law  preempts  the  Texas  Act,  because  the  Texas 
Act  requires  the  bank  to  obtain  state  approval  (through 
a  state  license)  to  conduct  activities  authorized  for 
national  banks  under  federal  law.  National  banks 
including  those  located  in  Texas,  are  authorized  to 
provide  investment  advisory  services  pursuant  to 
12  U.S.C.  92a  and  12  U.S.C  24  (Seventh)  See 
Decision  of  the  Comptroller  of  the  Currency  Concerning 
an  Application  by  American  National  Bank  of  Austin. 
Texas,  to  Establish  an  Operating  Subsidiary  to  Pro¬ 
vide  Investment  Advice,  Fed.  Banking  L.  Rep.  (CCH) 
H  99,732  (Sept.  23,  1983).  12  U.S.C.  92a  permits  na¬ 
tional  banks  to  provide  investment  advisory  services  if 
state  banks  or  trust  companies  can  provide  such  ser¬ 
vices.  12  U.S.C.  24  (Seventh)  permits  national  banks  to 
provide  investment  advisory  services  as  an  incidental 
power  necessary  to  carry  on  the  business  of  banking. 

The  United  States  Court  of  Appeals  for  the  Eighth 
Circuit  has  held  that  state  law  can  not  prohibit  a  national 
bank  from  conducting  an  activity  permissible  under 
federal  law,  or  require  a  state  license  as  a  condition  to 
conducting  the  activity.  First  National  Bank  of  Eastern 
Arkansas  v.  Taylor,  907  F.2d  775  (8th  Cir.  1990);  see 
also,  Bank  of  America,  National  Trust  &  Savings  Ass’n 
v.  Lima,  103 F.  Supp.  916(D.  Mass  1952) (neither states 
nor  subdivisions  thereof  have  the  power  to  levy  license 
fees  on  national  banks). 

Federal  law  also  preempts  the  state  registration  laws 
because  federal  law  specifically  provides  that  the  OCC 
is  the  entity  that  grants  permits  allowing  national 
banks  to  engage  in  fiduciary  activities.  12  U.S.C. 
92a(a).  12  U.S.C.  92a(a)  provides: 

The  Comptroller  of  the  Currency  shall  be 
authorized  and  empowered  to  grant  by  special 
permit  to  national  banks  applying  therefor,  when 
not  in  contravention  of  state  or  local  law,  the  right 
to  act  as  trustee,  executor,  administrator,  registrar 
of  stocks  and  bonds,  guardian  of  estates  of 
lunatics,  or  in  any  other  fiduciary  capacity  in 
which  state  banks,  trust  companies,  or  other  cor¬ 
porations  which  come  into  competition  with  na¬ 


tional  banns  are  permitted  to  act  under  the  laws 
of  the  state  in  which  the  national  bank  is  located. 

Tne  statute  gives  the  Comptroller  of  the  Currency  the 
authority  to  approve  or  deny  the  exercise  of  fiduciary 
powers  by  national  banks.  The  OCC  has  promulgated 
regulations  that  set  forth  the  procedures  that  a  national 
bank  must  follow  in  order  to  obtain  the  necessary 
approvals.  12  CFR  5.26,  5.22. 

Although  12  U.S.C.  92a(a)  includes  the  language 
"when  not  in  contravention  of  state  or  locai  law,”  that 
language  only  sets  the  limits  as  to  what  a  national 
bank's  fiduciary  activities  can  include.  Burnes  National 
Bank  v.  Duncan,  265  U.S.  17  (1924).  National  bank 
fiduciary  powers  may  not  be  any  broader  than  those  of 
state  banks  or  trust  companies.  That  language  does  not 
give  the  state  authority  to  issue  or  deny  permits  tor  the 
exercise  of  fiduciary  powers. 

The  OCC  has  authorized  the  bank  to  engage  in 
fiduciary  activities.  The  bank  is  providing  investmem 
advisory  services  as  part  of  its  fiduciary  activities.  The 
state  may  not  require  an  additional  permit  to  engage  in 
fiduciary  activities  beyond  the  one  already  provided  for 
under  12  U.S.C.  92a(a). 

Federal  law  and  regulation  expressly  preempt  the  laws 
providing  for  state  examination  of  the  bank’s  books  and 
records  since  the  national  banking  laws  severely 
restrict  the  ability  of  state  authorities  to  exercise 
visitorial  rights  over  national  banks.  12  U.S.C.  484. 
State  officials  “have  no  authority  to  conduct  examina¬ 
tions  or  to  inspect  or  require  the  production  of  books  or 
records  of  national  banks,  except  for  the  limited  pur¬ 
pose  of  ensuring  compliance  with  applicable  state 
unclaimed  property  and  escheat  laws.”  12  CFR  7.6025. 
The  OCC  has  consistently  advised  national  banKs  that 
they  may  refuse  to  comply  with  unlawful  state  visita¬ 
tions,  including  requests  by  state  officials  for  financial 
books  and  records  of  the  bank  unless  sanctioned  by 
compulsory  court  process  or  permitted  by  federal  law. 
See  OCC  Interpretive  Letter  No.  122  (Aug.  1,  1979), 
reprinted  in  Fed.  Banking  L.  Rep.  (CCH)  [1979-82 
Transfer  Binder]  H  85,203.  A  state  law  which  authorizes 
state  officials  to  exercise  visitorial  powers  over  a  nation¬ 
al  bank  would  be  in  conflict  with,  and  therefore 
preempted  by,  federal  law  as  an  unauthorized  state 
attempt  to  superintend  or  regulate  a  national  banks 
activities. 

The  OCC  has  issued  numerous  opinions  concluding 
that  federal  law  preempts  state  laws  that  require  either 
national  banks  or  their  employees  to  obtain  "licenses 
to  conduct  activities  authorized  for  national  banks 
under  federal  law  or  to  submit  to  examination  by  the 
state. 
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The  OCC  concluded  that  federal  law  preempts  an  Iowa 
statute  which  requires  national  banks  performing  dis¬ 
count  brokerage  activities  in  Iowa  to  register  with  the 
state  as  broker-dealers.  The  OCC  also  concluded  that 
federal  law  preempts  a  provision  of  the  Iowa  statute 
which  authorizes  the  state  to  examine  national  banks 
performing  brokerage  activity.  Letter  from  William  P. 
Bowden.  Chief  Counsel,  December  7,  1992.  In  addi¬ 
tion.  the  OCC  advised  a  bank  that  an  Ohio  law  that 
purported  to  require  a  national  bank  or  its  employees 
to  obtain  state  licenses  and  submit  to  examination  by 
state  officials  as  a  condition  to  the  bank's  engaging  in 
certain  brokerage  activities  authorized  by  federal  law 
was  preempted.  Letter  from  Harold  J.  Hansen,  Assis¬ 
tant  Director,  October  26,  1990. 

The  OCC  also  concluded  that  a  Tennessee  statute 
which  required  licensing  of  individuals  engaged  in  the 
sale  of  insurance  could  not  be  enforced  against  nation¬ 
al  bank  employees  engaged  in  the  sale  by  the  bank  or 
variable  annuities,  as  the  effect  of  the  statute  would  be 
to  require  the  bank  to  have  a  state  license  in  order  to 
conduct  activities  allowed  by  12  U.S.C.  24(Seventh).2 
OCC  Interpretive  Letter  No.  475  (March  22,  1989). 

Of  course,  the  federal  preemption  of  law  in  this  instance 
does  not  mean  that  the  bank's  investment  advisory 
services  are  unregulated.  To  the  contrary,  the  bank  is 
required  to  comply  with  all  OCC  requirements  and 
regulations  governing  its  activities,  is  examined  by  the 
OCC  for  compliance,  and  may  be  subject  to  enforce¬ 
ment  actions  by  the  OCC  for  noncompliance. 

In  summary,  national  banks  and  their  employees  are 
expressly  authorized  to  provide  investment  advisory 
services  under  the  national  banking  laws.  Any 
provisions  of  the  Texas  Act  requiring  the  bank  or  its 
employees  to  register  with  the  Texas  Board  in  order  to 
engage  in  investment  advisory  services  authorized  by 
federal  law  would  be  preempted.  Moreover,  any 
provision  of  the  Texas  Act  authorizing  state  examination 
of  national  banks’  books  and  records  would  be  ex¬ 
pressly  preempted  by  federal  law  and  regulation. 

National  banks  may  voluntarily  comply  with  the  state's 
registration  requirements.  National  banks  may  also  per¬ 
mit  state  authorities  to  inspect  the  national  banks'  books 
and  records.  However,  the  OCC  has  advised  banks  that 
the  most  prudent  course  is  only  to  permit  inspection 


'The  OCC  s  determination  that  annuities  sales  are  permissible  for 
national  banks  under  12  U  SC  24  (Seventh)  was  challenged  and 
jpheld  in  Variable  Annuity  Life  Insurance  Co  v  Clarke.  786  F.  Supp 
639  (3D  Te/  1991)  The  case  is  currently  awaiting  decision  on 
appeal  in  the  Fifth  Circuit  Variable  Annuity  Life  Insurance  Co  v 
Clarke  Mo  92-2010  (5th  Cir  tiled  December  23,  1991) 


under  compulsory  process  of  state  or  federal  court 
order  due  to  potential  liability  from  the  unauthorized 
disclosure  of  confidential  and  privileged  information 
about  customers.  We  advise  the  bank  to  consult  legal 
counsel  before  permitting  state  inspection  of  the  bank’s 
books  and  records. 

Ellen  Broadman 
Director 

Securities,  Investments,  ana 
Fiduciary  Practices  Division 

*  *  * 


629— July  2,  1993 

We  are  in  receipt  of  your  letter  seeking  OCC  concur¬ 
rence  with  your  opinion  that  it  is  permissible  for  national 
oanks  to  participate  in  a  program  through  which  nation¬ 
al  banks  would  purchase  securities  from  ***,  pursuant 
to  repurchase  agreements.  You  also  sought  OCC  con¬ 
currence  with  your  opinion  that  the  provisions  of  a 
proposed  model  repurchase  agreement  and  custodial 
undertaking  are  consistent  with  OCC  Banking  Circular 
210  (BC-210).  On  the  basis  of  the  facts  as  set  forth  in 
your  letter,  and  subject  to  the  conditions  set  forth  below, 
this  office  concurs  in  your  view  that  it  is  permissible  for 
national  banks  to  participate  in  the  program.  However, 
the  OCC  declines  to  conclude  whether  the  Master 
Repurchase  Agreement  (MRA)  and  Custodial  Under¬ 
taking  are  consistent  with  BC-210’s  guidelines  for  na¬ 
tional  banks.  Rather,  it  is  the  responsibility  of  each 
participating  national  bank  to  establish  appropriate 
written  policies  and  procedures,  including  assessing 
the  appropriateness  of  the  program’s  contractual 
provisions. 

Background 

As  we  understand  the  program,  ***  and  national  banks 
would  enter  repurchase  agreements.  ***  would  agree 
to  sell  securities  to  national  banks.  Subsequently,  *** 
would  repurchase  the  same  securities  from  the  national 
banks  on  a  set  date  at  a  set  price.  Participating  national 
banks  would  receive  written  confirmation  of  all  transac¬ 
tions,  including  purchase  dates,  relevant  prices,  and 
the  specific  securities  involved.  ***  would  serve  as  a 
custodian  for  both  parties. 

You  state  in  your  letter  that  only  the  participating  nation¬ 
al  bank  would  have  access  to  the  custodial  account 
holding  securities  subject  to  a  repurchase  agreement 
The  custodian  would  transfer  funds  in  payment  to  *** 
only  upon  a  prior  or  simultaneous  transfer  of  securities 
to  a  participating  bank’s  account.  The  custodian  would 
bear  responsibility  for  transaction  recordkeeping  The 
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custodian  also  would  monitor  the  margin  requirements 
for  participating  accounts  on  a  daily  basis.  If  the  market 
value  of  the  securities  held  in  a  participating  bank's 
account  were  to  fall  below  102  percent  of  the  principal 
amount  of  the  repurchase  agreement,  the  custodian 
would  require  additional  securities  or  cash  from  ***  to 
be  placed  in  the  account.  The  custodian  would  similarly 
transfer  to  ***  on  a  daily  basis  cash  or  securities  repre¬ 
senting  "margin  excess"  in  the  participating  bank's 
account. 

Under  the  program,  a  national  bank  may  designate  any 
or  all  of  four  categories  of  securities  for  repurchase 
transactions:  1)  government  securities;1  2)  government 
securities  and  obligations  of  the  Government  National 
Mortgage  Association  (“Ginnie  Maes"2);  3)  government 
securities,  Ginnie  Maes,  and  agency  securities;3  and 
4)  all  of  the  ab.ove,  money  market  securities,4  and 
mortgage  related  securities.5  A  participating  national 
bank  would  specify  the  category  of  securities  it  wishes 
to  purchase  and  later  resell,  but  ***  would  specify  the 
specific  securities  in  that  particular  category  to  be  sold 
to  that  participating  bank.6 

It  is  your  conclusion  that  it  is  permissible  tor  national 
banks  to  purchase  all  of  the  above  categories  of 
securities.  Securities  in  the  first  three  categories  and 
mortgage  related  securities  are  permissible  purchases 
for  national  banks  pursuant  to  12  U.S.C.  24(Seventh) 
and  12  CFR  Part  1 .  You  further  state  that  money  market 
securities  traditionally  have  been  deemed  permissible 


'You  have  defined  this  term  to  include  book-entry  Treasury  securities 
(bills,  bonds,  and  notes),  and  securities  issued  or  fully  guaranteed 
as  to  principal  and  interest  by  the  U  S.  government. 

2You  have  cfefined  the  term  “Ginnie  Maes"  to  include  any  obligation, 
participation  or  other  instrument  of  or  issued  by  the  Government 
National  Mortgage  Association 

3You  have  defined  the  term  "agency  securities”  to  include  securities 
issued  or  guaranteed  by  agencies  or  instrumentalities  of  the  U.S 
government,  including,  but  not  limited  to,  Federal  National  Mortgage 
Association,  Federal  Flome  Loan  Mortgage  Association,  Student 
Loan  Marketing  Association,  obligations  of  the  Federal  Home  Loan 
Banks,  obligations  issued  under  authority  of  the  Farm  Credit  Act,  as 
amended,  and  obligations  of  the  Tennessee  Valley  Authority 

4You  have  defined  the  term  "money  market  securities"  to  include 
commercial  paper  rated  by  a  national  ratings  agency,  certificates  of 
deposit,  and  bankers’  acceptances  of  domestic  banks  where  the 
purchase  and  sale  of  such  securities  normally  requires  settlement  in 

federal  funds  on  the  same  day  as  such  purchase  or  sale 
^ou  have  defined  the  term  "mortgage  related  securities"  to  include 
any  mortgage  related  security  as  defined  in  Section  3(a)(41)  of  the 
Securities  Exchange  Act  of  1934  (Exchange  Act),  as  amended 
(including,  by  way  of  example,  mortgage  pass-through  certificates 
rated  AA  by  Standard  &  Poor’s  Corporation  or  Aa  by  Moody's  inves¬ 
tors  Service,  Inc.  and  otherwise  complying  with  the  requirements  set 
forth  in  such  Section  3(a)(4 1 )). 

Shu  have  asked  that  we  consider  the  permissibility  of  national  banKs 
purchasing  an  additional  category  of  securities,  asset-backed 
securities,  in  a  subsequent  letter. 


purchases  for  national  banks  under  12  U.S.C 
24(Seventh)  and  the  Comptroller’s  Handbook  for  Na¬ 
tional  Bank  Examiners  Section  203.1 . 

Discussion 

Based  on  the  representations  contained  in  your  letter, 
we  concur  with  your  opinion  that  it  is  permissible  for 
national  banks  to  participate  in  the  program.  The  struc¬ 
ture  of  the  program,  subject  to  the  conditions  set  forth 
below,  appears  to  be  consistent  with  legal  and  OCC 
regulatory  requirements 

A  repurchase  agreement  is  “one  in  which  a  party  that 
owns  securities  acquires  funds  by  transferring  the 
securities  to  another  party  under  an  agreement  to 
repurchase  the  securities  at  an  agreed  upon  future 
date.”  Banking  Circular  210,  Repurchase  Agreements 
(October  31,  1985).  See  also  An  Examiner’s  Guide  to 
Investment  Products  and  Practices  (Examiner’s  Guide), 
at  39  (December,  1992).  The  Securities  and  Exchange 
Commission  (SEC)  has  noted  that  "traditional”  (or 
“wholesale"  as  opposed  to  "retail")  repurchase  agree¬ 
ments  should  not  be  considered  separate  securities  for 
purposes  of  the  federal  securities  laws.  See  Securities 
Act  Release  No.  33-6351,  46  Fed.  Reg.  48,637  (Sep¬ 
tember  25,  1981).  However,  since  repurchase  agree¬ 
ments  involve  the  purchase  and  sale  of  securities,  the 
antifraud  provisions  of  the  securities  laws  are  deemed 
to  be  applicable.  Id. 

It  is  permissible  for  national  banks  to  purchase  the 
securities  underlying  the  program's  proposed  repur¬ 
chase  agreements.  12  U.S.C.  24(Seventh)  provides 
affirmative  authority  for  national  banks  to  purchase  for 
their  own  accounts  investment  securities,  subject  to 
limitations  and  restrictions  in  OCC  regulations.  Book- 
entry  Treasury  securities  (bills,  bonds,  and  notes),  and 
securities  issued  or  fully  guaranteed  as  to  principal  and 
interest  by  the  U.S.  government  fit  clearly  within  the 
section  24(Seventh)  enumeration  of  permissible  invest¬ 
ment  securities.  Section  24(Seventh)  also  permits  na¬ 
tional  banks  to  purchase  "obligations,  participations,  or 
other  instruments  of  or  issued  by  .  .  .  the  Government 
National  Mortgage  Association"  as  investment 
securities.  These  securities  may  be  purchased  without 
limitation,  subject  to  the  exercise  of  prudent  judgment 
12  CFR  1.4 

Section  24( Seventh)  permits  national  banks  to  hold,  as 
investment  securities,  securities  issued  or  guaranteed 
by  agencies  or  instrumentalities  of  the  U.S  govern¬ 
ment.  including  Federal  National  Mortgage  Associa¬ 
tion,  Federal  Home  Loan  Mortgage  Association, 
Student  Loan  Marketing  Association,  obligations  of  the 
Federal  Home  Loan  Banks,  obligations  issued  under 
authority  of  the  Farm  Credit  Act,  as  amended,  and 
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obligations  of  the  Tennessee  Valley  Authority.  OCC 
regulations  permit  national  banks  to  hold  all  such 
securities,  except  for  obligations  of  the  Tennessee  Val¬ 
ley  Authority  (TVA),  without  limitation  but  subject  to  the 
exercise  of  prudent  judgment.  12  CFR  1.4.  The  OCC 
has  categorized  TVA  obligations  as  Type  II  securities, 
subject  to  a  10  percent  limitation.  12  CFR  1.3(d),  1.7; 
Examiner's  Guide  at  103-5. 

You  have  used  the  term  "money  market  securities"  to 
include  commercial  paper  certificates  of  deposit  (CDs), 
and  bankers'  acceptances.  Section  24(Seventh)  per¬ 
mits  national  banks  to  ‘discount  and  negotiate  promis¬ 
sory  notes,  drafts,  bills  of  exchange  and  other 
evidences  of  debt."  National  banks  may  rely  on  this 
authority  to  enter  repurchase  agreements  involving 
commercial  paper.  National  banks  must  ensure  that 
commercial  paper  subject  to  repurchase  agreement  is 
of  investment  grade.  Examiner's  Guide  at  33. 

National  banks  may  purchase  and  hold  CDs  without 
limit,  pursuant  to  the  incidental  powers  provision  of  12 
U.S.C.  24(Seventh).  See  Letter  from  William  B.  Glidden, 
Assistant  Director  (June  1 9, 1 987)  (unpublished);  Letter 
from  William  B.  Camp,  Comptroller  of  the  Currency 
(December  29,  1971)  (unpublished).  National  banks 
must  ascertain  the  marketability  of  the  underlying  CDs, 
and  the  financial  strength  of  the  bank  issuers,  before 
purchasing  CDs  in  a  repurchase  agreement  program. 
Examiner's  Guide  at  29. 

National  banks  may  purchase  and  hold  bankers'  ac¬ 
ceptances  under  authority  of  Section  24(Seventh), 
which  expressly  allows  national  banks  to  discount  and 
negotiate  drafts  and  bills  of  exchange.  This  authority 
"squarely  empowers  a  national  bank  to  buy  and  sell 
acceptances  created  by  any  bank."  Interpretive  Letter 
No.  268  (August  4,  1983),  reprinted  in  [1983-1984 
Transfer  Binder]  Fed.  Banking  L.  Rep.  (CCF1)  H  85,432; 
see  12  U.S.C.  372.  National  banks  entering  into  repur¬ 
chase  agreements  involving  bankers'  acceptances 
must  evaluate  the  financial  strength  and  rating  of  the 
accepting  banks. 

Section  24(Seventh)  permits  national  banks  to  pur¬ 
chase,  as  investment  securities,  mortgage  related 
securities  as  that  term  is  defined  in  Exchange  Act 
Section  3(a)(41).  Exchange  Act  Section  3(a)(41) 
defines  that  term  to  include  securities  rated  in  one  of 
the  two  highest  rating  categories  by  at  least  one  nation¬ 
ally  recognized  statistical  rating  organization  and  either 
representing  ownership  of,  or  security  in,  promissory 
notes  or  certificates  of  interest,  or  participations  therein, 
secured  by  a  first  lien  on  a  single  parcel  of  real  estate 
and  originated  by  a  financial  institution  or  other 
mortgagee. 


BC-2107  provides  guidance  to  national  banks  engag¬ 
ing  in  repurchase  agreement  transactions.  Under  BC- 
210,  national  banks  seeking  to  enter  repurchase 
agreements  must  adopt  policies  and  procedures  for 
managing  credit  risk  exposure  to  counterparties  in 
repurchase  agreements  and  for  controlling  securities 
subject  to  such  agreements.  In  particular,  participating 
national  banks  must:  1)  establish  written  guidelines 
concerning  the  choice  of  counterparties  with  which  the 
national  bank  may  safely  deal;  2)  address  the  risk  of 
dealing  with  unregulated  securities  dealers;  3)  conduct 
periodic  evaluations  of  counterparty  credit  worthiness; 
4)  establish  maximum  position  and  temporary  ex¬ 
posure  iimits  for  each  approved  counterparty,  on  the 
basis  of  a  credit  analysis;  5)  treat  repurchase  agree¬ 
ment  transactions  as  if  they  were  subject  to  lending 
iimits;  6)  review  all  confirmations  to  ensure  that  the 
information  contained  therein  comports  with  the  terms 
of  the  repurchase  agreement;  7)  control  the  underlying 
securities;  and  8)  establish  appropriate  margin  require¬ 
ments.8 

The  OCC  does  not  take  a  position  here  on  whether  the 
specific  contractual  arrangements  underlying  the  pro¬ 
gram  are  consistent  with  BC-21 0.  However,  we  note  that 
certain  program  features  are  consistent  with  several  of 
the  supervisory  guidelines  discussed  in  BC-210.  ***,  a 
registered  broker-dealer,  would  make  financial  state¬ 
ments  and  other  relevant  information  filed  with  the  SEC 
available  to  program  participants  on  "a  periodic  and 
timely  basis"  to  enable  participants  to  evaluate  ***’s 
credit  worthiness.  The  MRA  provides  for  a  number  of 
items  to  be  included  in  each  confirmation,  to  permit 
program  participants  to  ensure  that  the  information 
therein  does  not  differ  from  the  terms  of  the  repurchase 
agreement.  Program  participants  would  be  able  to 
exercise  control  over  the  underlying  securities  since  the 
custodian  holds  such  securities  in  an  account  to  which 
only  a  participant  would  have  access.  Finally,  the 
program’s  102  percent  margin  maintenance  provision 
meets  the  OCC’s  threshold  for  minimum  margin  require¬ 
ments. 

Please  note  that  this  letter  does  not  constitute  an  endor¬ 
sement  of  the  program  or  national  bank  participation 


7Section  203  1  of  the  Comptroller’s  Handbook  for  National  Bank 
Examiners  also  states  that  national  banks  should  provide  for  ap¬ 
proximately  matched  asset  and  liability  maturities  in  repurchase 
agreements  and  subject  the  underlying  securities  to  periodic  market 
valuation 

0The  OCC  has  stated  that  "[t]he  minimum  acceptable  market  value 
coverage  of  all  but  short-term  government  securities  collateral  is 
usually  considered  to  be  102  percent  of  the  funds  advanced  " 
Comptroller's  Handbook  for  National  Bank  Examiners  Section  204  1 
at  4 
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therein.  It  is  the  responsibility  of  national  banks  to  make 
their  own  determination  about  the  acceptability  of  the 
program.  National  banks  seeking  to  participate  in  the 
program  must  adopt  and  implement  satisfactory  written 
policies  and  procedures  that  take  into  account  and 
comport  with  the  supervisory  concerns  outlined  in  BC- 
210  prior  to  participation  in  the  program.  As  part  of  that 
process,  they  must  satisfy  themselves  that  the 
program’s  contractual  arrangements  are  consistent 
with  BC-210's  guidelines.  Participating  national  banks 
also  must  ensure  that  acceptance  of  securities 
provided  by  ***  under  the  program  does  not  result  in 
lending  limit  violations. 

Lee  Walzer 
Attorney 

Securities,  Investments,  and  Fiduciary 
Practices  Division 

XXX 


630— May  11,  1993 

This  is  in  reply  to  your  request  for  the  opinion  of  the 
Office  of  the  Comptroller  of  the  Currency  (OCC)  as  to 
whether  a  national  bank  may  engage  in  securities 
brokerage  activities  through  participation  in  a  securities 
brokerage  and  related  services  program.  You  stated  in 
your  letter  that  the  program  closely  parallels  the  INVEST 
Program,  for  which  the  OCC  issued  a  no-objection  letter 
in  1985.  You  further  requested  the  OCC's  opinion  as  to 
whether  dual  employees  of  a  national  bank  and 
could  refer  prospective  customers  to  an  affiliate  of  *** 
and  a  registered  investment  adviser.  On  the  basis  of  the 
facts  set  forth  in  your  letter,  additional  documentation, 
and  several  telephone  conversations,  we  do  not  object 
to  national  bank  participation  in  the  program,  if  certain 
conditions  detailed  in  this  letter  are  met. 

Facts 

***  is  a  general  partnership  registered  as  a  broker- 
dealer  with  the  Securities  and  Exchange  Commission 
(SEC)  under  Section  15  of  the  Securities  Exchange  Act 
of  1 934.  Under  the  program,  ***  acts  as  an  independent 
third  party  broker-deaier  furnishing  securities  broker¬ 
age  and  related  services  to  customers  of  a  national 
bank  from  offices  located  on  such  bank’s  premises.  The 
program  contemplates  the  establishment  of  "service 
centers"  on  the  premises  of  national  banks.  See  Master 
Agreement  at  5.  ***  proposes  to  use  dual  employees 
(employees  of  both  ”*  and  a  national  bank)  to  operate 
service  centers  that  it  establishes.  ***  would  exercise 
control  over  dual  employee  activities  related  to  the 
program.  A  compliance  manual  would  govern  the  con¬ 
duct  of  dual  employees.  Id  The  Master  Agreement 


provides  for  separation  of  service  centers  from  a  na¬ 
tional  bank's  business,  including  separation  of  records 
and  physical  facilities  Id  at  8  You  stated  that  ”*  and 
affiliate  do  not  intend  to  enter  into  a  joint  venture  or 
partnership  with  participating  national  banks  ana 
its  affiliate  ao  not  ana  will  not  act  as  an  underwriter  or 
aeaier  within  the  meaning  of  the  federal  securities  laws 

***  would  pay  revenue  sharing  payments  to  a  participat¬ 
ing  national  bank  based  on  a  sliding  scale  percentage 
of  net  revenues  from  customer  transactions  at  or  at¬ 
tributable  to  a  particular  service  center.  Id  at  Schedule 
III.  Certain  costs  to  be  charged  to  a  participating  na¬ 
tional  bank,  such  as  training  costs  for  dual  employees, 
would  be  deducted  from  revenue  sharing  payments  Id 
at  Schedule  IV.  Participating  national  banks  woula  pay 
the  salaries  of  dual  employees.  Id.  at  7. 

Although  you  stated  that  the  program  closely  re¬ 
sembles  the  INVEST  Program,  you  described  two  fac¬ 
tors  which  distinguish  this  proposal  from  iNVEST.  First, 
you  proposed  that  **"  will  license  rather  than  lease 
space  from  participating  national  banks.  You  stated  in 
your  letter  that  ***  prefers  such  an  approach  in  order  to 
avoid  difficulties  that  a  national  bank  might  experience 
in  subleasing  space  (due  to  the  terms  of  a  particular 
lease),  and  to  avoid  potential  liability  issues  that  could 
arise  from  a  lease. 

Second,  dual  employees  would  refer  customer  busi¬ 
ness  to  ***,  by  displaying  brochures,  assisting  prospec¬ 
tive  customers  in  completing  account  applications,  and 
furnishing  reports  to  customers  who  choose  among  five 
money  management  services,  each  specializing  in  dif¬ 
ferent  investments.  ***  would  not  operate  from  a  bank’s 
premises.  Dual  employees  would  only  distribute 
materials  and  perform  certain  ministerial  functions, 
such  as  forwarding  paperwork  to  ***. 

Dual  employees  of  ***  and  national  banks  would  have 
no  authority  to  give  investment  advice  to  prospective 
customers.  Dual  employees,  however,  would  be  able 
to  explain  to  prospective  customers  how  the  program 
works  and  assist  customers  in  completing  a  customer 
profile  application  that  would  contain  questions  about 
customer  income  and  investment  goals.  Dual  em¬ 
ployees  would  forward  such  applications  to  ***'s  main 
office,  wnere  employees  would  review  the  applications 
and  recommend  investment  strategies  to  customers. 
Only  ***  and  its  sub-advisors  would  give  investment 
advice  to  prospective  customers. 

under  the  Master  Agreement,  would  pay  a  national 
bank  a  fee  based  on  the  market  value  of  the  assets  of 
portfolios  of  client  accounts.  See  Master  Agreement  at 
2.  would  pay  such  fees  for  the  duration  of  a  client 
account.  Id. 
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Discussion 

In  its  material  aspects,  based  on  the  facts  set  forth 
above  and  OCC  precedent,  the  program  closely 
resemoles  the  INVEST  securities  brokerage  program 
and  similar  programs  to  which  the  OCC  previously  has 
stated  it  had  no  objection.  The  INVEST  Program,  ad¬ 
ministered  by  the  ISFA  Corporation,  offered  brokerage 
and  standardized  investment  advisory  services 
through  INVEST  Service  Centers  established  on  the 
premises  of  financial  institutions,  including  national 
banks.  See  Letter  from  Richard  V.  Fitzgerald,  Chief 
Counsel,  to  Thomas  A.  Russo,  Cadwalader,  Wicker- 
sham  &  Taft  (June  4,  1985)  (INVEST  Letter),  reprinted 
in  4-3  OCC  Q.J.  67  (Sept.  1985).  INVEST  Centers  were 
staffed  by  individuals  who  were  dual  employees  of  ISFA 
and  the  subscribing  financial  institution.  ISFA  trained 
dual  employees  and  exercised  control  over  them  in 
regard  to  ISFA-related  securities  activities.  To  compen¬ 
sate  national  banks  and  other  financial  institutions  for 
the  services  of  dual  employees  (and  the  rental  of  space 
in  such  institutions),  ISFA  agreed  to  provide  revenue 
sharing  payments  to  subscriber  financial  institutions 
Id  However  the  program  contemplates  two  new  ele¬ 
ments  —  licensing  of  space  in  national  banks  ana  use 
of  dual  employees  to  direct  customers  to  the  investment 
advisory  services  of  ***  —  that  are  the  subject  of  the 
discussion  below. 

A.  Licensing  Arrangements 

Although  the  OCC  has  allowed  national  banks  to  lease 
space  to  other  businesses  (as  in  the  INVEST  Program), 
OCC  precedent  does  not  appear  to  address  whether  a 
national  bank  may  enter  into  a  licensing  arrangement 
by  which  an  entity  is  entitled  to  use  space  on  the  bank's 
premises.  Based  on  an  examination  of  the  legal  dif¬ 
ferences  between  a  license  and  a  lease,  and  of  OCC 
leasing  precedents,  we  do  not  object  to  the  proposal 
that  service  centers  license,  rather  than  lease,  space  in 
national  banks. 

The  chief  difference  between  the  two  property  arrange¬ 
ments  appears  to  lie  in  the  degree  of  possession  of  the 
property.  A  lessee  would  have  a  stronger  interest  in  the 
underlying  property  than  would  a  licensee: 

[A]  lease  is  a  conveyance  of  exclusive  possession 
of  specific  property,  for  a  term  less  than  that  of  the 
grantor,  usually  in  consideration  for  the  payment 
of  rent,  which  vests  an  estate  in  the  grantee  .... 

A  license,  on  the  other  hand,  merely  makes  per¬ 
missible  acts  on  the  land  of  another  that  would 
otherwise  lack  permission.  It  is  said  to  be 
revocable  at  the  will  of  the  licensor,  to  create  no 
estate  and  is  terminated  by  surrender  or  assign¬ 


ment  by  the  licensee  or  by  a  conveyance  by  the 
licensor. 

Friedman,  Friedman  on  Leases,  37. 1 ,  at  1 660  ( 1 990). 

Case  law  has  established  that  national  banks 
may  lease  their  excess  space  to  others  pursuant  to 
12  U.S.C.  29.  See  Wirtz  v.  First  National  Bank  and  Trust 
Co.,  365  F.2d  641,  644  (10th  Cir.  1966).  See  also  12 
U.S.C.  24(Seventh).  Through  interpretive  letters,  the 
OCC  similarly  has  permitted  national  banks  to  lease 
their  premises  to  other  entities  for  the  purpose  of  trans¬ 
acting  business  on  a  bank's  premises.  See  discussion 
infra.  The  INVEST  Letter  approved  the  concept  of 
broker-dealers  entering  into  contractual  arrangements 
with  national  banks  to  operate  from  their  premises.  See 
INVEST  Letter,  supra. 

The  OCC  concluded  in  Interpretive  Letter  No.  274 
(December  2,  1983),  reprinted  in  [1983-1984  Transfer 
Binder]  Fed.  Banking  L.  Rep.  (CCH)  H  85,438,  that  a 
national  bank  may  iease  excess  office  space  in  its 
lobby  to  an  insurance  agent  and  receive  rent  in  the  form 
of  a  percentage  of  the  insurance  agent's  volume  or 
gross  income  from  the  rented  lobby  space.  See  also 
Interpretive  Letter  No.  533  (October  5,  1990),  reprinted 
in  [1990-1991  Transfer  Binder]  Fed.  Banking  L.  Rep. 
(CCH)  H  83,244;  Letter  from  Jonathan  Rushdoony, 
Senior  Attorney  (November  17,  1987)  (unpublished). 
Such  an  arrangement  is  known  as  “percentage  leas¬ 
ing,”  and  has  been  approved  by  the  OCC  as  incidental 
to  leasing  authority  under  Sections  24( Seventh)  and  29. 
See  Interpretive  Letter  No.  441  (February  17,  1988), 
reprinted  in  [1988-1989  Transfer  Binder]  Fed.  Banking 
L.  Rep.  (CCH)  H  85,665. 

A  percentage  lease  can  be  defined  as  "one  that  fixes 
the  rent  in  whole  or  in  part  on  the  receipts  from  the 
tenant’s  use  of  the  premises.  Although  the  rent  is  com¬ 
puted  on  the  volume  of  the  tenant's  business,  the  lease 
generally  provides  for  a  guaranteed  minimum  rent  that 
is  payable  in  installments,  as  in  the  case  of  ordinary 
rent,  usually  monthly."  Friedman,  6.1,  at  188.  Interpre¬ 
tive  Letter  No.  274  further  established  that,  because 
national  banks  merely  exercise  their  leasing  authority 
rather  than  engage  in  the  business  of  a  given  tenant  by 
ieasing  extra  office  space  on  a  percentage  basis,  a 
national  bank's  authority  to  enter  into  a  percentage 
lease  applies  regardless  of  the  nature  of  the  tenant’s 
business.  Id. 

Based  on  a  similar  letter  from  your  firm  to  the  SEC,  it 
appears  that  would  pay  compensation  to  par¬ 
ticipants  for  the  license  to  the  space  used  as  a  service 
center,  calculated  as  a  percentage  of  fees  and  com¬ 
missions  earned  by  ***  on  transactions  executed 


through  a  particular  service  center.  See  Letter  form 
Philip  K.  Krause,  Watson,  Ess,  Marshall  &  Engass,  to 
SEC,  March  11,  1991.  Such  an  arrangement  bears  a 
close  functional  resemblance  to  what  is  known  as  “per¬ 
centage  ieasing."  The  only  difference  between  this 
proposal  and  the  interpretive  letters  on  leasing  arran¬ 
gements  cited  above  relates  to  lack  of  an  interest  in  the 
underlying  property,  due  to  use  of  a  licensing  arrange¬ 
ment. 

The  requirements  set  forth  by  the  OCC  in  previous 
interpretive  letters  on  leasing  arrangements  should  also 
serve  as  guidelines  for  licensing  arrangements  be¬ 
tween  ***  and  a  national  bank.  Most  importantly,  there 
must  be  no  confusion  about  the  separate  identities  of 
a  national  bank  and  a  licensee.  See  Interpretive  Letter 
No.  533,  supra ;  Letter  from  Jane  A.  Principe,  Attorney 
(June  30,  1988)  (unpublished). 

We  conclude  that  the  legal  distinctions  between  a  lease 
and  a  license  in  this  instance  do  not  give  rise  to 
regulatory  concern.  Both  arrangements  convey  the 
right  to  enter  and  use  a  particular  property,  although  a 
license  appears  to  convey  such  a  right  for  a  specific 
purpose  and  does  not  grant  a  licensee  an  underlying 
interest  in  the  property.  Since  the  OCC  has  previously 
granted  broad  rights  to  national  banks  to  lease  space 
to  other  businesses,  we  do  not  object  to  a  national  bank 
licensing  space  to  ***  provided  that  the  bank  adheres 
to  the  above  guidelines. 

B.  Customer  Assistance  and  Ministerial  Functions  for 
Investment  Advisory  Affiliate 

Your  letter  stated  that  ***  seeks  to  enable  dual 
employees  to  assist  an  affiliate  registered  as  an  invest¬ 
ment  advisor,  by  assisting  customers  in  completing 
account  applications,  forwarding  such  applications, 
and  furnishing  customers  with  reports  and  other  infor¬ 
mation  supplied  by  the  affiliate.  On  the  basis  of  the 
analysis  below,  we  do  not  object  to  dual  employees 
engaging  in  such  activities. 

The  activities  of  these  dual  employees  resemble  those 
of  a  "finder.”  OCC  regulations  provide  that  a  national 
bank  "may  act  as  'finder'  in  bringing  together  a  buyer 
and  seller,  where  the  bank's  activity  is  limited  to  the 
introduction  and  it  takes  no  further  part  in  the  negotia¬ 
tions.  For  this  service  the  bank  may  accept  a  fee."  12 
CFR  7.7200.  In  Interpretive  Letter  No.  607  (1992),  the 
OCC  noted  that  "[i]n  accepting  a  finder's  fee,  a  national 
bank,  on  the  face  of  the  regulation,  is  limited  to  facilitat¬ 
ing  introductory  contacts  between  two  parties  and  then 
ceasing  involvement  with  the  transaction  in  question." 

The  OCC  has  approved  of  national  banks  acting  as 
finders  in  a  variety  of  contexts:  the  referral  of  trust 


business  (Interpretive  Letter  No.  607.  supra  on  behalf 
of  an  insurance  company  (Letter  of  James  Kane.  Dis¬ 
trict  Counsel  (October  24  1985)  (unpublisned));  and 
for  foreign  bank  customers  seeking  major  medical  and 
life  insurance  coverage  (Letter  of  Elizabeth  H.  Corey, 
Attorney  (May  1 8, 1 989)  (unpublished)).  Additional  per¬ 
missible  finder’s  activities  for  national  banks  include  the 
transmittal  of  documents,  market  research,  and  the 
distribution  of  informational  brochures.  See  Interpretive 
Letter  No.  607,  supra.  Such  activities  constitute  "back- 
office  clerical  support"  related  to  efforts  to  develop 
customers.  Id. 

Consistent  with  Interpretive  Letter  No.  607  and  other 
letters  addressing  finder  activities,  we  do  not  object  to 
dual  employees  of  a  national  bank  and  ***  acting  as 
finders  for  **’  in  the  manner  described  above.  Dual 
employees  of  ***  and  a  national  bank  would  not  provide 
—  and  would  not  be  authorized  to  provide  —  invest¬ 
ment  advice  to  prospective  customers  as  an  incident 
to  their  finder  activities.  Dual  employees  merely  would 
facilitate  prospective  customers’  introduction  to  ser¬ 
vices 

This  opinion  is  predicated  on  national  bank,  ***,  and 
dual  employee  compliance  with  the  following  super¬ 
visory  conditions: 

1)  Dual  employees  shall  disclose  to  customers 
at  the  time  an  account  is  established  that  the 
investment  products  offered  (a)  are  not  FDIC- 
insured;  (b)  are  not  obligations  of  the  par¬ 
ticipating  national  bank;  (c)  are  not 
guaranteed  by  the  national  bank;  and  (d) 
involve  investment  risks,  including  possible 
loss  of  principal.  Dual  employees  shall  also 
obtain  at  the  time  an  account  is  established  a 
signed  statement  acknowledging  that  the 
customer  has  received  and  understands  the 
above  disclosures. 

2)  The  disclosures  described  in  Condition  1 
above  also  must  be  conspicuously  disclosed 
to  customers  in  all  written  sales  presentations, 
advertising  and  promotional  materials,  confir¬ 
mation  forms,  and  periodic  statements  relat¬ 
ing  to  the  programs. 


3)  Dual  employees  shall  provide  full  disclosure 
to  customers  at  the  time  an  account  is  estab¬ 
lished  explaining  the  relationship  between  the 
participating  national  bank,  ’**,  and  its  af¬ 
filiate. 

4)  ***  and  affiliate  products  may  not  be  marketed 
in  a  manner  that  would  mislead  or  deceive 
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consumers  as  to  the  products  uninsured  na¬ 
ture  and  lack  of  any  guarantee  by  participat¬ 
ing  national  banks. 

5)  and  affiliate  shall  maintain  operations 
manuals  ana  other  written  materials  address¬ 
ing  the  conduct  of  retail  sales  by  them,  which 
will  be  made  available  for  OCC  review.  Cus¬ 
tomer  suitability  judgment  procedures  should 
be  emphasized. 

Please  be  advised  that  if  compliance  difficulties  arise 
related  to  this  activity  (including  any  evidence  that 
customers  were  unaware  of  or  did  not  understand  the 
relationships  involved),  the  OCC  may  impose  addition¬ 
al  conditions  and  limitations. 

Lee  Walzer 
Attorney 

Securities,  Investments,  and  Fiduciary 
Practices  Division 


631— April  15,  1993 

George  B.  Mastovich,  Esq. 

4620  Hatfield  Street,  Suite  200 
Pittsburgh,  PA  15201 

Re:  Request  for  Documents  Pursuant  to  12  CFR  4.19 
Relating  to  —  Century  National  Bank  and  Trust 
Company  v.  Fulton  (W.D.  Pa.  No.  92-0369BM) 

Dear  Mr.  Mastovich: 

Your  letter  of  April  7,  1 993  to  Michael  Linowes,  Attorney, 
Northeast  District  Office,  seeking  certain  OCC  docu¬ 
ments  for  use  in  your  representation  of  the  defendant 
in  the  referenced  action,  has  been  referred  to  me  for 
reply.  In  your  letter,  you  request  all  documents  located 
in  the  OCC's  Northeast  District  Office  or  the  Pittsburgn 
Duty  Station  concerning  an  investment  by  the  Century 
National  Bank  and  Trust  Company's  trust  department 
(the  Trust  Department)  in  bonds  of  the  Wendwest  Cor¬ 
poration  (the  corporation).  Your  request  applies  to  ail 
examinations  within  five  years  before  April  7,  1988. 

As  I  understand  from  your  letter,  the  facts  are  as  follows. 
The  Trust  Department  invested  $600,000  in  bonds  of 
the  corporation  Your  client  was  the  sole  shareholder  of 
the  corporation  In  late  1989  or  early  1990  the  OCC 
performed  an  examination  of  Century  National  Bank 
and  Trust  Company  (the  bank)  and  criticized  the  Trust 


Department's  investment  in  the  corporation's  bonds. 
On  or  about  March  3,  1 990.  the  bank  took  some  action, 
the  nature  of  which  is  not  entirely  clear,  that  accelerated 
the  bonds  and  caused  a  default  in  them.  The  bank  has 
alleged  that  your  client  is  liable  to  the  bank  in  the 
amount  of  $600,000.  Your  client  alleges  that  the  bank 
was  “negligent  or  otherwise  solely  or  substantially 
responsible"  for  any  loss  to  the  trusts.  Trial  in  this  action 
is  scheduled  for  April  14,  1993. 

Your  request  is  denied  This  denial  is  based  on  the 
timing  of  your  request  and  the  bank  examination 
privilege.  With  regard  to  timing,  the  OCC  receives 
numerous  requests  for  information  from  litigants 
throughout  the  United  States,  with  many  requesters 
seeking  information  in  short  periods  of  time  The  OCC 
is  not  expected  to  comply  with  unreasonably  short 
deadlines.  See  Collins  v.  Shearson/American  Express, 
Inc.,  112  F.R.D.  227,  229  (D.D.C.  1986). 

The  other  ground  for  denial  of  your  request,  the  bank 
examination  privilege,  was  upheld  last  year  in  In  re 
SuPpoena  Served  upon  tne  Comptroller  of  the  Currency 
and  the  Secretary  of  the  Board  of  Governors  of  the 
Federal  Reserve  System,  967  F.2d  630  (D.C.  Cir.  1992). 
In  that  decision,  the  court  referred  to  the  balancing  of 
competing  interests  that  should  be  undertaken  in  each 
case  to  determine  if  the  privilege  should  be  overridden, 
and  set  out  some  of  the  balancing  factors  that  a  court 
should  consider.  These  factors  include,  at  a  minimum, 
the  relevance  of  the  evidence,  the  availability  of  other 
evidence,  the  seriousness  of  the  litigation,  the  role  of 
the  government  in  the  litigation,  and  the  possible  future 
chilling  effect  on  government  employees.  Id.  at  634. 
You  have  offered  no  argument  that  application  of  these, 
or  any  other,  factors  requires  disclosure. 

It  appears  from  your  request  that  you  seek  an  expert 
opinion,  in  the  form  of  OCC  examination  reports  and 
work  papers,  that  the  Trust  Department  acted  improper¬ 
ly  in  connection  with  the  bonds  of  the  corporation. 
Protection  of  the  opinion  of  bank  examiners  is  at  the 
heart  of  the  bank  examination  privilege.  Id.  The  chilling 
effect  of  disclosure  on  national  bank  examiners  would 
be  significant  if  they  were  aware  that  their  opinions 
could  be  scrutinized  in  a  public  proceeding  such  as  a 
trial  In  your  letter,  you  offer  no  counterbalancing  factor 
that  would  outweigh  this  potential  chilling  effect. 


Stepnen  R.  Steinbrmk 
Senior  Deputy  Comptroller 
for  Bank  Supervision  Operations 


Trust  Interpretations 


276— July  20,  1993 

This  is  in  reply  to  your  letter  of  July  9,  1993,  in  which 
you  request  an  interpretation  of  the  maturity  of  certain 
government  securities  for  purposes  of  12  CFR 
9. 1 8(b)(  1 5) 

Your  request  relates  to  certain  variable  rate  government 
securities  (Variable  Rate  Governments).  Simply  stated, 
your  bank  wishes  to  purchase  such  securities  for  a 
Short  Term  Investment  Fund  (STIF)  pursuant  to  the 
aforecited  section  of  Regulation  9,  and  to  calculate  the 
maturity  of  such  securities  as  being  equal  to  the  period 
remaining  until  the  next  resetting  of  their  interest  rates, 
rather  than  the  term  remaining  until  the  underlying 
principal  is  due  to  be  paid.  You  state  that  if  STIFs  are 
unable  to  do  so,  it  will  place  them  at  a  competitive 
disadvantage  with  money  market  mutual  funds,  which 
are  permitted  by  SEC  regulations  to  purchase  Variable 
Rate  Governments  and  determine  their  maturity  in  the 
manner  requested  here. 

A  Variable  Rate  Government  is  a  debt  security  issued 
or  guaranteed  as  to  principal  and  interest  by  the  United 
States  or  agency  or  instrumentality  thereof,  which 
provides  for  an  adjustment  of  its  interest  rate  on  set 
dates,  such  as  the  last  day  of  the  month  or  the  quarter. 
The  interest  rate  is  structured  from  a  common  interest 
index,  such  as  LIBOR  or  Prime,  and  set  as  either  a 
percentage  of  the  selected  index  or  the  index  rate  plus 
or  minus  a  stated  number  of  basis  points.  Although  the 
index  may  move  up  or  down  on  any  given  day,  the  rate 
on  the  Variable  Rate  Government  will  adjust  only  on  the 
dates  specified.  These  reset  dates  can  be  as  often  as 
weekly  or  even  daily.  Also,  the  market  functions  so  as 
to  allow  for  the  sale  of  the  Variable  Rate  Governments 
at  par. 

You  also  point  out  that  determining  the  maturity  of  these 
instruments  to  be  the  period  until  the  next  interest 
adjustment  will  not  require  a  waiver  of  the  maturity 
limitations  of  12CFR  9. 1 8(b)(  1 5).  STIFs  would  still  have 
to  limit  their  purchases  of  Variable  Rate  Governments 
to  those  whose  rates  are  reset  at  least  quarterly  to 
conform  to  the  91 -day  maturity  limit  as  to  80  percent  of 
the  fund.  In  addition,  your  request  does  not  cover  as 


broad  a  range  of  securities  as  is  permitted  of  money 
market  mutual  funds  by  Rule  2a- 7  of  the  SEC 

in  view  of  the  considerations  outlined  above,  it  is  our 
opinion  that  the  interpretation  which  you  nave  re¬ 
quested  will  not  add  risk  to  national  bank  fiduciary 
operations,  and  will  result  in  a  beneficial  flexibility  which 
is  enpyed  by  competing  funds.  Accordingly  we  concur 
in  your  opinion  that  it  is  appropriate  and  consistent  with 
the  provisions  of  12  CFR  9.18(b)(15)  to  determine  the 
maturities  of  these  Variable  Rate  Governments  as  being 
the  period  remaining  until  their  next  reset  of  interest. 
This  ruling  is  based  upon  and  limited  to  the  facts  and 
representations  set  forth  in  your  letter  of  July  9. 

Dean  E.  Miller 

Senior  Advisor 

for  Fiduciary  Responsibilities 

★  ★  * 


277 — August  17.  1993 

This  is  in  response  to  your  request  of  documentation  of 
the  OCC’s  position  pertaining  to  dividend  reinvestment 
plans.  For  a  considerable  period  of  time  the  OCC  has 
regarded  administering  a  dividend  reinvestment  plan 
to  be  a  fiduciary  activity.  See  letters  dated  February 
1968  and  March  1977.  The  administration  of  the 
dividend  reinvestment  plan  would  be  subject  to  conflict 
of  interest  and  self-dealing  prohibitions  that  are 
generally  applicable  to  a  fiduciary  relationship.  Specifi¬ 
cally,  the  OCC  would  consider  it  to  be  a  conflict  of 
interest  for  the  bank  to  exercise  discretion  to  place 
security  transactions  with  an  affiliated  broker  or  one 
with  whom  the  bank  otherwise  has  an  interest. 

One  of  the  referenced  letters  makes  reference  to  a 
dividend  reinvestment  plan  being  construed  as  a  form 
of  collective  investment.  Presumably,  at  that  time,  this 
issue  was  raised  in  the  context  of  combining  the  interest 
of  two  or  more  participants  in  order  to  administer  frac¬ 
tional  interests.  Also  state  law  may  not  have  permitted 
the  merging  of  shares  of  stock  from  different  customers 
into  one  or  more  certificates. 

William  L.  Granovsky 
Compliance  -  Fiduciary 

*  *  * 
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Mergers  —  July  1  to  September  30,  1993 


Mergers  consummated  involving  two  or  more  operating  banks. 


Page 

Alabama 

August  13,  1993 

SouthTrust  Bank,  National  Association,  Montgomery,  Alabama 
and 

Pike  County  Bank,  Troy,  Alabama 

Merger .  65 

California 

July  9,  1993, 

Valle  de  Oro  Bank,  National  Association,  Spring  Valley, 
California,  and 

First  California  Bank,  La  Mesa,  California 

Merger .  65 

July  30,  1993: 

Escondido  National  Bank,  Escondido,  California,  and 
San  Marcos  National  Bank,  San  Marcos,  California,  and 
Temecula  Valley  National  Bank,  Temecula,  California 


Merger .  65 

August  27,  1993: 

Bay  Cities  National  Bank,  Redondo  Beach.  California,  and 

Maritime  Bank  of  California,  Los  Angeles,  California 

Merger .  65 


Colorado 

July  2,  1993 

FirstBank  of  Westland,  National  Association,  Lakewood, 
Colorado,  and 

Jefferson  Bank  and  Trust,  Lakewood,  Colorado 

Merger .  65 

July  24,  1993: 

Colorado  National  Bank,  Denver,  Colorado,  and 
Colorado  National  Bank-Belmont,  Pueblo,  Colorado 

Merger .  66 

July  24,  1993: 

Colorado  National  Bank,  Denver,  Colorado,  and 
Central  Bank  of  Pueblo,  National  Association,  Pueblo, 

Colorado,  and 

Central  Bank  Southeast,  National  Association,  Englewood. 
Colorado,  and 

Central  Bank  Grand  Junction,  National  Association,  Grand 
Junction,  Colorado,  and 

Central  Bank/Bank  Western,  National  Association,  Denver, 
Colorado 

Merger .  66 

August  23,  1993: 

FirstBank  of  Lakewood,  National  Association,  Lakewood, 
Colorado,  and 

FirstBank  of  Villa  Italia,  National  Association,  Lakewood, 
Colorado 

Merger .  66 

August  23,  1993: 

FirstBank  of  Tech  Center,  National  Association,  Greenwood 
Village,  Colorado,  and 

FirstBank  of  Denver,  National  Association,  Denver,  Colorado 

Merger .  66 

August  23,  1993: 

FirstBank  at  Arapahoe/Yosemite,  National  Association, 
Englewood,  Colorado,  and 

FirstBank  of  Arapahoe  County,  National  Association,  Littleton. 
Colorado 

Merger .  66 
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Georgia 

September  24,  1993 

Mountain  National  Bank,  Tucker,  Georgia,  and 

Button  Gwinnett  National  Bank  Snellville.  Georgia 

Merger  66 

Illinois 

July  28,  1993 

American  National  Bank  and  Trust  Company  of  Chicago, 
Chicago,  Illinois,  and 

American  National  Bank  of  Bensenville,  Bensenville,  Illinois 

Merger  .  67 

August  9,  1993: 

Firstar  Naper  Bank,  National  Association,  Naperville,  Illinois, 
and 

Firstar  Bank  Geneva,  National  Association,  Geneva,  Illinois 
Merger  .  67 

Indiana 

July  23,  1993: 

NBD  Bank,  National  Association,  Gary,  Indiana,  and 
INB  Banking  Company,  Northeast,  Fort  Wayne, 

Indiana 

Merger  .  67 

August  13,  1993: 

NBD  Bank,  National  Association,  Gary,  Indiana,  and 
INB  Banking  Company  Southwest,  Evansville,  Indiana 

Merger  .  67 

September  10,  1993: 

NBD  Bank,  National  Association,  Gary,  Indiana,  and 

INB  Banking  Company,  Jeffersonville,  Indiana 

Merger  .  67 

Iowa 

July  23,  1993: 

Norwest  Bank  Iowa,  National  Association,  Des  Moines,  Iowa, 
and 

Davenport  Bank  and  Trust  Company,  National  Association, 
Davenport,  Iowa 

Merger  .  67 

July  31,  1993: 

Liberty  Bank  and  Trust,  National  Association,  Pocahantas, 

Iowa,  and 

Pomeroy  State  Bank,  Pomeroy,  Iowa 

Merger  .  68 

Kansas 

July  2,  1993: 

Sunflower  Bank,  National  Association,  Salina,  Kansas,  and 
City  Bank  and  Trust  Company,  Wichita,  Kansas 

Merger  .  68 

July  9,  1993: 

First  National  Bank  in  Wichita,  Wichita,  Kansas,  and 
Kansas  State  Bank  and  Trust  Company,  Wichita,  Kansas 

Merger  . 

September  2,  1993 

The  Miami  County  National  Bank,  Paola,  Kansas,  and 

The  American  State  Bank,  Osawatomie,  Kansas 

Merger  .  68 
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Minnesota 

September  24,  1993 

The  First  National  Bank  Keewatin  Minnesota  and 
State  Bank  ot  Conger.  Conger.  Minnesota 

Merger  68 

Mississippi 

July  31.  1993 

Trustmark  National  Bank,  Jackson,  Mississippi,  and 
UmSouth  Banking  Corporation,  Columbus,  Mississippi 
Merger  .  68 

Missouri 

August  1.  1993 

Commerce  Bank  of  Springfield,  National  Association, 
Springfield,  Missouri,  and 
Security  State  Bank.  Republic.  Missouri 

Merger  .  69 

September  7,  1993: 

Bank  Midwest.  National  Association,  Maryville,  Missouri,  and 
Community  Bank,  National  Association,  Chillicothe.  Missouri, 
and 

First  National  Bank  of  Kirksville.  Kirksville.  Missouri,  and 
Bank  of  Atchison  County,  Rock  Port.  Missouri,  and 
Citizens  National  Bank  of  Shelbyville.  Shelbyville.  Missouri 
Merger .  69 

Nebraska 

July  1,  1993 

First  National  Bank.  Schuyler,  Schuyler,  Nebraska,  and 
Howells  Bank,  Howells,  Nebraska 

Merger  .  69 

August  28,  1993: 

First  National  Bank  and  Trust  Company  of  Columbus, 

Columbus,  Nebraska,  and 
Republic  Bank  of  Nebraska,  Columbus,  Nebraska 
Merger  .  69 

New  Jersey 

September  30,  1993: 

Commerce  Bank,  National  Association,  Cherry  Hill,  New 
Jersey,  and 

The  Coastal  Bank,  Ocean  City,  New  Jersey 

Merger .  69 

New  York 

August  1 1 .  1993: 

First  Fidelity  Bank,  National  Association,  New  York,  New  York 
City,  New  York,  and 
Village  Bank,  Port  Chester,  New  York 

Merger  .  ...  69 

Ohio 

July  24,  1993 

Star  Bank,  National  Association,  Cincinnati,  Ohio,  and 

Star  Bank,  National  Association,  Hillsboro,  Hillsboro,  Ohio,  and 

Star  Bank,  National  Association,  Tri-State,  Ironton,  Ohio 


Merger .  70 

August  21 ,  1993 

Star  Bank  National  Association,  Cincinnati,  Ohio,  and 
Star  Bank  Central  Ohio.  Columbus,  Ohio 

Merger  .  70 

September  18,  1993 

Star  Bank  National  Association,  Cincinnati,  Ohio,  and 
Star  Bank  National  Association,  Troy,  Troy,  Ohio,  and 
Star  Bank  Preble  County  Eaton,  Ohio 

Merger  70 


Oklahoma 

July  31,  1993 

Liberty  Bank  and  Trust  Company  of  Oklahoma  City  National 
Association,  Oklahoma  City,  Oklahoma,  and 
First  Oklahoma  Bank  and  Trust  Company  of  Edmond  Edmond. 
Oklahoma 

Merger  70 

September  17,  1993: 

Bank  IV  Oklahoma,  National  Association,  Tulsa,  Oklahoma,  and 
Commercial  Bank  and  Trust  Company  of  Tulsa,  Tulsa,  Oklahoma 

Merger  .  70 

September  17,  1993: 

Bank  IV  Oklahoma,  National  Association,  Tulsa,  Oklahoma,  and 
First  Bank  and  Trust  Company  of  Tahlequah,  Tahlequah, 
Oklahoma,  and 

First  Bank  and  Trust  Company  of  Fort  Gibson,  Fort  Gibson, 
Oklahoma,  and 

Commercial  Bank  and  Trust  Company,  Muskogee,  Oklahoma 
Merger  .  7 1 

Pennsylvania 

August  6.  1993 

PNC  Bank,  National  Association,  Pittsburgh,  Pennsylvania,  and 
First  Bank  and  Trust  Company,  Mechamcsburg,  Pennsylvania 

Merger .  7 1 

August  6,  1993 

PNC  Bank,  National  Association,  Pittsburgh,  Pennsylvania,  and 
The  Hershey  Bank,  Hershey,  Pennsylvania 

Merger  .  7 1 

August  6,  1993 

PNC  Bank,  National  Association,  Pittsburgh,  Pennsylvania,  and 
CCNB  Bank.  National  Association,  Camp  Hill,  Pennsylvania 

Merger  .  7 1 

August  16,  1993 

CoreStates  Bank,  National  Association,  Philadelphia, 
Pennsylvania,  and 

CoreStates  Hamilton  Bank,  Lancaster,  Pennsylvania 

Merger  .  7 1 

September  10,  1993: 

First  National  Bank  of  Western  Pennsylvania,  Newcastle, 
Pennsylvania,  and 

Beaver  Trust  Company,  Beaver,  Pennsylvania 

Merger  .  7 1 

South  Dakota 

July  1,  1993: 

Citibank  (South  Dakota),  National  Association,  Sioux  Falls, 

South  Dakota,  and 

Citibank  (Maryland),  National  Association,  Towson,  Maryland 
Merger  .  72 

Texas 

July  1,  1993: 

The  Royall  National  Bank  of  Palestine,  Palestine,  Texas,  and 
Community  Bank,  National  Association,  Lufkin,  Texas 


Merger  .  72 

July  2,  1993: 

NationsBank  of  Texas,  National  Association,  Dallas,  Texas,  and 
Westheimer  National  Bank,  Houston,  Texas 
Merger  72 

July  19,  1993: 

First  National  Bank  of  Kerrville.  Kerrville.  Texas,  and 
Bank  of  Kerrville,  Kerrville  Texas 

Merger .  72 

August  25,  1993 


First  Interstate  Bank  of  Texas,  National  Association,  Houston, 
Texas,  and 

Tarrant  Bank.  Fort  Worth,  Texas 

Merger  .  72 
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September  17,  1993: 

Fidelity  Bank,  National  Association,  University  Park,  Texas,  and 
Crown  Charter  National  Bank,  Dallas,  Texas 

Merger .  72 

September  24,  1993: 

First  National  Bank,  Carrizo  Springs,  Texas,  and 
Frio  National  Bank,  Pearsall,  Texas,  and 
Frontier  State  Bank,  Eagle  Pass,  Texas 

Merger .  73 

Virginia 

July  22,  1993: 

Dominion  Bank,  National  Association,  Roanoke,  Virginia,  and 
Dominion  Trust  Company,  Roanoke,  Virginia,  and 
First  Union  Bank  of  Virginia,  Vienna,  Virginia 
Merger .  73 

West  Virginia 

July  12,  1993; 

The  City  National  Bank  of  Charleston,  Charleston  West 
Virginia,  and 

The  Bank  of  Cross  Lanes,  Cross  Lanes.  West  Virginia 


Merger .  73 

July  23,  1993: 

Charleston  National  Bank,  Charleston,  West  Virginia,  and 

Ameribank  Charleston,  Charleston,  West  Virginia 

Merger .  73 


August  19,  1993 

Commerce  Bank,  Charleston,  National  Association, 

Charleston,  West  Virginia,  and 
Commerce  Bank,  Man,  Man,  West  Virginia 

Merger .  73 

September  1,  1993: 

United  National  Bank,  Parkersburg,  West  Virginia,  and 

First  Bank  of  Ceredo,  Ceredo,  West  Virginia 

Merger  73 

September  10,  1993: 

United  National  Bank,  Parkersburg,  West  Virginia,  and 

CB&T-Westover  Bank,  Westover,  West  Virginia 

Merger .  74 

Wyoming 

July  9,  1993: 

First  National  Bank  in  Worland  Worland,  Wyoming,  and 
First  National  Bank  at  Thermopolis.  Thermopolis,  Wyoming 


Merger .  74 

August  20.  1993: 

Hilltop  National  Bank,  Casper,  Wyoming,  and 
Mountain  Plaza  National  Bank,  Casper,  Wyoming 

Merger  .  74 

September  17,  1993: 

First  National  Bank  of  Powell,  Powell,  Wyoming,  and 
Lovell  National  Bank,  Lovell,  Wyoming 

Merger  .  74 
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Alabama 

July  23.  1993 

SouthTrust  Bank  of  Dothan  National  Association  Dothan 
Alabama,  and 

First  Federal  Savings  and  Loan  Association  of  Russell  County. 
Phemx  City.  Alabama 

Merger  74 

California 

September  10  1993 

Community  First  National  Bank,  Pleasanton  California,  and 
Amador  Valley  Savings  and  Loan  Association  Pleasanton 
California 

Merger .  74 

Florida 

July  22,  1993: 

First  Union  National  Bank  of  Florida,  Jacksonville,  Florida,  and 

Meritor  Savings.  F  A  ,  Winter  Haven,  Florida 

Merger .  75 

Illinois 

July  8,  1993 

The  First  National  Bank  in  Staunton.  Staunton,  Illinois,  and 
Benld  Loan  Association,  Benld,  Illinois 

Merger .  75 

Mississippi 

July  12,  1993 

Britton  &  Koontz  First  National  Bank,  Natchez,  Mississippi, 
and 

Natchez  First  Federal  Savings  Bank,  Natchez,  Mississippi 
Merger .  75 
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Pennsylvania 

August  27,  1993: 

PNC  Bank,  National  Association,  Pittsburgh,  Pennsylvania,  and 
Home  Unity  Federal  Savings  and  Loan  Association,  Lafayette 
Hill,  Pennsylvania 

Merger  .  .  .  ...  75 

South  Carolina 

September  24  1993 

SouthTrust  Bank  of  Charleston,  National  Association, 

Charleston.  South  Carolina,  and 
First  South  Savings  BanK  FSB  Columbia  South  Carolina 

Merger  .  75 

September  24,  1993 

The  National  Bank  of  South  Carolina,  Sumter,  South  Carolina, 
and 

Standard  Federal  Savings  and  Loan  Association,  Columbia, 
South  Carolina 

Merger .  75 

West  Virginia 

September  17,  1993: 

The  Merchants  National  Bank,  Montgomery,  West  Virginia,  and 
Evergreen  Federal  Savings  and  Loan  Association,  Charleston, 
West  Virginia 

Merger .  75 


A  number  of  transactions  in  this  section  do  not  have  accompanying  decisions.  In  those  cases,  the  OCC  reviewed 
the  competitive  effects  of  the  proposals  by  using  its  standard  procedures  for  determining  whether  the  transaction 
has  minimal  or  no  adverse  competitive  effects.  The  OCC  found  the  proposals  satisfied  its  criteria  for  transactions 
that  clearly  had  no  or  minimal  adverse  competitive  effects  In  addition,  the  Attorney  General  either  filed  no  report 
on  the  proposed  transaction  or  found  that  the  proposal  would  not  have  a  significantly  adverse  effect  on  competi¬ 
tion. 


SOUTHTRUST  BANK,  NATIONAL  ASSOCIATION, 
Montgomery,  Alabama,  and  Pike  County  Bank,  Troy,  Alabama 


Names  of  institutions  and  type  of  transaction  Total  assets 


SouthTrust  Bank,  National  Association,  Montgomery,  Alabama  (15441),  with .  $353,520,000 

and  Pike  County  Bank,  Troy,  Alabama,  with .  86,411,000 

merged  August  13,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  439,931,000 


*  *  * 


VALLE  DE  ORO  BANK.  NATIONAL  ASSOCIATION, 

Spring  Valley,  California,  and  First  California  Bank,  La  Mesa,  California 

Names  of  institutions  and  type  of  transaction  Total  assets 

Valley  de  Oro  Bank,  National  Association,  Spring  Valley,  California  (17676),  with  — 

and  First  California  Bank,  La  Mesa,  California,  with .  — 

merged  July  9,  1 993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  — 


ESCONDIDO  NATIONAL  BANK, 

Escondido,  California,  and  San  Marcos  National  Bank,  San  Marcos,  California,  and  Temecula  Valley  National 
Bank,  Temecula,  California  


Names  of  institutions  and  type  of  transaction  Total  assets 


Escondido  National  Bank,  Escondido,  California  (17280),  with .  $87,684,000 

and  San  Marcos  National  Bank,  San  Marcos,  California  (18079),  with .  78,208,000 

and  Temecula  Valley  National  Bank,  Temecula,  California  (18773),  with .  23,356,000 

merged  July  30,  1993,  under  charter  17280  and  title  "Escondido  National  Bank."  The  merged  bank  at  date  of  merger  had  190,248,000 


*  A  * 


BAY  CITIES  NATIONAL  BANK, 

Redondo  Beach,  California,  and  Maritime  Bank  of  California,  Los  Angeles,  California 


Names  of  institutions  and  type  of  transaction 

Total  assets 

Bay  Cities  National  Bank  Redondo  Beach  California  (1 7366),  with  . 

_ 

and  Maritime  Bank  of  California,  Los  Angeles,  California,  with . 

merged  August  27,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

— 

*  *  * 

FIRSTBANK  OF  WESTLAND,  NATIONAL  ASSOCIATION, 

Lakewood,  Colorado,  and  Jefferson  Bank  and  Trust,  Lakewood,  Colorado 

Names  of  institutions  and  type  of  transaction 

Total  assets 

FirstBank  of  Westland,  National  Association,  Lakewood,  Colorado  (15063),  with  . 

and  Jefferson  Bank  and  Trust,  Lakewood,  Colorado,  with  . 

merged  July  2,  1 993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

.  — 

Real  mergers  include  the  merger,  consolidation,  or  purchase  and  assumption  of  operating  banks  or  savings  and  loan  associations  or 
branches  of  operating  banks  or  savings  and  loan  associations,  where  the  resultant  bank  is  a  national  bank 

Asset  figures  for  merging  institutions  are  not  necessarily  as  of  the  date  of  merger  and  thus  may  not  sum  to  the  total  assets  given  for  the 
merged  bank 
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COLORADO  NATIONAL  BANK, 

Denver,  Colorado,  and  Colorado  National  Bank-Belmont,  Pueblo,  Colorado 

Names  of  institutions  and  type  of  transaction  Total  assets 

Colorado  National  Bank,  Denver,  Colorado  (1651),  with  .  $2  948  681  000 

and  Colorado  National  Bank  Belmont,  Pueblo,  Colorado  (15048),  with .  46^650^000 

merged  July  24,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  2,995,331,000 

*  *  * 

COLORADO  NATIONAL  BANK, 

Denver,  Colorado,  and  Central  Bank  of  Pueblo,  National  Association,  Pueblo,  Colorado,  and  Central  Bank 
Southeast.  National  Association,  Englewood.  Colorado,  and  Central  Bank  Grand  Junction,  National  Association, 
Grang  Junction,  Colorado,  and  Central  Bank/Bank  Western,  National  Association,  Denver,  Colorado 

Names  of  institutions  and  type  of  transaction  Total  assets 

Colorado  National  Bank,  Denver,  Colorado  (1651),  with  .  $2  995  331  000 

and  Central  Bank  of  Pueblo,  National  Association,  Pueblo.  Colorado  (17371),  with  .  33,929  000 

and  Central  Bank  Southeast,  National  Association,  Englewood,  Colorado  (17276),  with .  49,791,000 

and  Central  Bank  Grand  Junction,  National  Association,  Grand  Junction,  Colorado  (13902),  with  .  170.446,000 

and  Central  Bank/Bank  Western,  National  Association,  Denver,  Colorado  (22621),  with .  4,726,792,000 

merged  July  24,  1993,  under  charter  1651  and  title  '‘Colorado  National  Bank."  The  merged  bank  at  date  of  merger  had  ...  8, 006, 270^000 

*  *  * 

FIRSTBANK  OF  LAKEWOOD,  NATIONAL  ASSOCIATION, 

Lakewood,  Colorado,  and  FirstBankof  Villa  Italia,  National  Association,  Lakewood,  Colorado 

Names  of  institutions  and  type  of  transaction  Total  assets 

FirstBankof  Lakewood,  National  Association,  Lakewood,  Colorado  (17557),  with .  $33,240,000 

and  FirstBank  of  Villa  Italia,  National  Association,  Lakewood,  Colorado  (17037),  with .  46,739,000 

merged  August  23,  1993,  under  charter  17037  and  title  "FirstBank  of  Lakewood,  National  Association." 

The  merged  bank  at  date  of  merger  had .  79,979,000 


FIRSTBANK  OF  TECH  CENTER,  NATIONAL  ASSOCIATION, 

Greenwood  Village,  Colorado,  and  FirstBankof  Denver,  National  Association,  Denver,  Colorado 

Names  of  institutions  and  type  of  transaction  Total  assefs 

FirstBank  of  Tech  Center,  National  Association,  Greenwood  Village.  Colorado  (1 7460),  with .  $78,531,000 

and  FirstBank  of  Denver,  National  Association,  Denver,  Colorado  (17556),  with .  36^690,000 

merged  August  23,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  115,221,000 


FIRSTBANK  AT  ARAPAHOE/YOSEMITE,  NATIONAL  ASSOCIATION, 

Englewood,  Colorado,  and  FirstBank  of  Arapahoe  County,  National  Association,  Littleton,  Colorado 

Names  of  institutions  and  type  of  transaction  Total  assets 

FirstBank  at  Arapahoe/Yosemite,  National  Association,  Englewood,  Colorado  (21676),  with  .  $41 ,571 ,000 

and  FirstBank  of  Arapahoe  County,  National  Association,  Littleton,  Colorado  (18057),  with  .  39'500,000 

merged  August  23,  1993,  under  charter  21676  and  title  "FirstBank  of  Arapahoe  County,  National  Association.” 

The  merged  bank  at  date  of  merger  had  .  8 1 ,071 ,000 

*  *  * 

MOUNTAIN  NATIONAL  BANK, 

Tucker,  Georgia,  and  Button-Gwinnett  National  Bank,  Snellville,  Georgia _ _ 

Names  of  institutions  and  type  of  transaction  Total  assets 

Mountain  National  Bank,  Tucker,  Georgia  (21549),  with .  $66,419,000 

and  Button  Gwinnett  National  Bank.  Snellville,  Georgia  (22172),  with  .  6,389,000 

merged  September  24  1 993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  72.443.000 


AMERICAN  NATIONAL  BANK  AND  TRUST  COMPANY  OF  CHICAGO, 

Chicaao.  Illinois,  and  American  National  Bank  ot  Bensenville,  Bensenville,  Illinois 

Names  of  institutions  and  type  of  transaction 

Total  assets 

American  National  Bank  and  Trust  Company  of  Chicago,  Chicago.  Illinois  (13216),  with 

and  American  National  Bank  of  Bensenville,  Bensenville,  Illinois  ( 1 8206),  with 

merged  July  28,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

$4,749,462,000 

236,039,000 

4,985,501,000 

*  *  * 


FIRSTAR  NAPER  BANK,  NATIONAL  ASSOCIATION, 

Naoerville.  Illinois,  and  Firstar  Bank  Geneva,  National  Association,  Geneva,  Illinois 

Names  of  institutions  and  type  of  transaction 

Total  assets 

Firstar  Naper  Bank,  National  Association,  Naperville,  Illinois  (14115),  with  . 

and  Firstar  Bank  Geneva,  National  Association,  Geneva,  Illinois  (8740),  with  . 

merged  August  9,  1993,  under  charter  14115  and  title  "Firstar  Bank  West,  National  Association." 

The  merged  bank  at  date  of  merger  had . 

$317,920,000 

190,268,000 

508,188,000 

*  *  * 


NBD  BANK,  NATIONAL  ASSOCIATION 

Gary,  Indiana,  and  INB  Banking  Company,  Northeast,  Fort  Wayne,  Indiana 


Vjacny,  IllUiaiia,  anu  iinu  uanmny  wv/i  <  .j  ,  .  .  w.  *  — » - 

Names  of  institutions  and  type  of  transaction 

Total  assets 

$4,833,159,000 

INDU  Dal  li\,  INdUUiiai  n«uwauun,  v  . . • . 

dllU  ll>ID  DdllrMliy  v-ruiiipaiiy,  nuiuicaoi,  i  uu  imwiumu, 

merqeo  July  23,  1993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

5.040.788.000 

*  *  * 


NBD  BANK,  NATIONAL  ASSOCIATION, 

Gary,  Indiana,  and  INB  Banking  Company  Southwest,  Evansville,  Indiana 


ddiy,  IMUiana,  anu  mnu  uaiHMNy  1  .  jr  '-'vm.  - - - - 

Names  of  institutions  and  type  of  transaction 

Total  assets 

INDU  Ddlirv,  INdllUlldl  n55UWauun,  vjai  y,  muiaua  y  i-r-rw/,  . 

and  INB  Banking  Company  Southwest,  Evansville,  Indiana,  with . 

meraed  Auaust  13,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had . 

129,189,000 

5,169,977,000 

NBD  BANK,  NATIONAL  ASSOCIATION, 

Gary,  Indiana,  and  INB  Banking  Company,  Jeffersonville,  Indiana 

Names  of  institutions  and  type  of  transaction 

Total  assets 

$5,169,977,000 

and  INB  Banking  Company,  Jeffersonville,  Indiana,  with  . 

merqed  September  10,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

660,552,000 

5,830,529,000 

*  *  * 


NORWEST  BANK  IOWA,  NATIONAL  ASSOCIATION, 

Des  Moines,  Iowa,  and  Davenport  Bank  and  Trust  Company,  National  Association,  Davenport,  Iowa _ 

Names  of  institutions  and  type  of  transaction 

Total  assets 

Norwest  Bank  Iowa,  National  Association,  Des  Moines,  Iowa  (2307),  with 

and  Davenport  Bank  and  Trust  Company,  National  Association,  Davenport,  Iowa  (18462),  with 

merged  July  23,  1993  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

$4,237,234,000 

1,410,406,000 

5,540,898,000 
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LIBERTY  BANK  AND  TRUST,  NATIONAL  ASSOCIATION, 

Pocahantas,  Iowa,  and  Pomeroy  State  Bank,  Pomeroy,  iowa 

Names  of  institutions  and  type  of  transaction  Total  assets 

Liberty  Bank  and  Trust,  National  Association,  Pocahantas,  Iowa  (6550),  with .  $35,268,000 

and  Pomeroy  State  Bank,  Pomeroy,  Iowa,  with  .  16,1 13,000 

merged  July  31 ,  1993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  49,321,000 


SUNFLOWER  BANK,  NATIONAL  ASSOCIATION, 

Salina,  Kansas,  and  City  Bank  and  Trust  Company,  Wichita,  Kansas 

Names  of  institutions  and  type  of  transaction  Total  assets 

Sunflower  Bank,  National  Association,  Salina,  Kansas  (4742).  with  .  .  .  $379,215,000 

and  City  Bank  and  Trust  Company,  Wichita,  Kansas,  with  .  33,209,000 

merged  July  2,  1993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  409,975,000 


FIRST  NATIONAL  BANK  IN  WICHITA, 

Wichita,  Kansas,  and  Kansas  State  Bank  and  Trust  Company,  Wichita,  Kansas 

Names  of  institutions  and  type  of  transaction  Total  assets 

First  National  Bank  in  Wichita,  Wichita,  Kansas  (2782),  with  .  $939,100,000 

and  Kansas  State  Bank  and  Trust  Company,  Wichita,  Kansas,  with  .  371 ,180,000 

merged  July  9,  1993,  under  charter  2782  and  title  "Intrust  Bank,  National  Association." 

The  merged  bank  at  date  of  merger  had  .  1,299,600,000 


THE  MIAMI  COUNTY  NATIONAL  BANK, 

Paola,  Kansas,  and  The  American  State  Bank,  Osawatomie,  Kansas 

Names  of  institutions  and  type  of  transaction  Total  assets 

The  Miami  County  National  Bank,  Paola,  Kansas  (3350),  with .  $112,327,000 

and  The  American  State  Bank,  Osawatomie,  Kansas,  with  .  15,742,000 

merged  September  2,  1993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  .  127,145,000 


THE  FIRST  NATIONAL  BANK, 

Keewatin,  Minnesota,  and  State  Bank  of  Conger,  Conger,  Minnesota 

Names  of  institutions  and  type  of  transaction  Total  assets 

The  First  National  Bank,  Keewatin,  Minnesota  (10903),  with  .  $15,823,000 

and  State  Bank  of  Conger,  Conger,  Minnesota,  with  .  11 ,932,000 

merged  September  24,  1993,  under  charter  10903  and  title  "Americana  National  Bank.” 

The  merged  bank  at  date  of  merger  had  .  31 ,649,000 


TRUSTMARK  NATIONAL  BANK, 

Jackson,  Mississippi,  and  UniSouth  Banking  Corporation,  Columbus,  Mississippi 

Names  of  institutions  and  type  of  transaction  Total  assets 

Trustmark  National  Bank,  Jackson,  Mississippi  (10523),  with .  $4,163,844,000 

and  UniSouth  Banking  Corporation,  Columbus,  Mississippi,  with .  171,070,000 

merged  July  31,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  4,348,883,000 


COMMERCE  BANK  OF  SPRINGFIELD,  NATIONAL  ASSOCIATION, 

Springfield,  Missouri,  and  Security  State  Bank,  Republic,  Missouri 

Names  of  institutions  and  type  of  transaction  Total  assets 

Commerce  Bank  of  Springfield,  National  Association  (21538).  with  .  $670,364,000 

and  Security  State  Bank,  Republic,  Missouri,  with  .  .  .  ,  .  51,642,000 

merged  August  1 ,  1993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  .  722,006,000 

* *  *  * 

BANK  MIDWEST,  NATIONAL  ASSOCIATION, 

Maryville,  Missouri,  and  Community  Bank.  National  Association,  Chillicothe,  Missouri,  and  First  National  Bank  of 
Kirksville,  Kirksville,  Missouri,  and  Bank  of  Atchison  County,  Rock  Port,  Missouri,  and  Citizens  National  Bank  of 
Shelbyville,  Shelbyville,  Missouri 

Names  of  institutions  and  type  of  transaction  Total  assets 

Bank  Midwest,  National  Association,  Maryville,  Missouri  (21815),  with  .  $268,091 ,000 

and  Community  Bank,  National  Association,  Chillicothe,  Missouri  (18760),  with  .  37,680,000 

and  First  National  Bank  kirksville,  kirksville,  Missouri  (5107),  with .  214,832,000 

and  Bank  of  Atchison  County,  Rock  Port,  Missouri,  with  .  38,502,000 

and  Citizens  National  Bank  of  Shelbyville,  Shelbyville,  Missouri  (21817),  with .  20,970,000 

merged  September  7,  1993,  under  charter  21815  and  title  "Bank  Midwest,  National  Association." 

The  merged  bank  at  date  of  merger  had .  579.954,000 


FIRST  NATIONAL  BANK, 

Schuyler,  Nebraska,  and  Howells  Bank,  Howells,  Nebraska 

Names  of  institutions  and  type  of  transaction  Total  assets 

First  National  Bank,  Schuyler,  Nebraska  (15623),  with .  $60,865,000 

and  Howells  Bank,  Howells,  Nebraska,  with .  20,871,000 

merged  July  1 ,  1 993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  80,374,000 

*  *  * 

FIRST  NATIONAL  BANK  AND  TRUST  COMPANY  OF  COLUMBUS, 

Columbus,  Nebraska,  and  Republic  Bank  of  Nebraska,  Columbus,  Nebraska 

Names  of  institutions  and  type  of  transaction  Total  assets 

First  National  Bank  and  Trust  Company  of  Columbus,  Columbus,  Nebraska  (8328),  with .  $291 ,273,000 

and  Republic  Bank  of  Nebraska,  Columbus,  Nebraska,  with  .  7,483,000 

merged  August  28,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  297,141,000 

*  *  * 

COMMERCE  BANK,  NATIONAL  ASSOCIATION, 

Cherry  Hill,  New  Jersey,  and  The  Coastal  Bank,  Ocean  City,  New  Jersey 

Names  of  institutions  and  type  of  transaction  Total  assets 

Commerce  Bank,  National  Association,  Cherry  Hill,  New  Jersey  (17094),  with  .  $1,437,360,000 

The  Coastal  Bank,  Ocean  City,  New  Jersey,  with .  53,372,000 

merged  September  30,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  1 ,490,732,000 


FIRST  FIDELITY  BANK,  NATIONAL  ASSOCIATION,  NEW  YORK, 

New  York  City,  New  York,  and  Village  Bank,  Port  Chester,  New  York  

Names  of  institutions  and  type  of  transaction  Total  assets 

First  Fidelity  Bank,  National  Association,  New  York,  New  York  City,  New  York  (22558),  with  .  $336,559,000 

and  Village  Bank,  Port  Chester,  New  York,  with .  812,731,000 

merged  August  1 1 ,  1993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  .  ..  1,149,290,000 

*  *  * 
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STAR  BANK.  NATIONAL  ASSOCIATION, 

Cincinnati,  Ohio,  and  Star  Bank,  National  Association,  Hillsboro,  Hillsboro,  Ohio,  and  Star  Bank,  National 
Association,  Tri-State,  Ironton,  Ohio 

Names  of  institutions  and  type  of  transaction  Total  assets 

Star  Bank,  National  Association,  Cincinnati,  Ohio  (24),  with .  $5,270,057,000 

and  Star  Bank,  National  Association,  Hillsboro,  Hillsboro,  Ohio  ( 1 7646),  with  .  1 05,91 1 ,000 

and  Star  Bank,  National  Association,  Tri-State,  Ironton,  Ohio  (16607),  with  ...  .  388,875,000 

merged  July  24,  1993,  under  charter  24  and  title  "Star  Bank,  National  Association  " 

The  merged  bank  at  date  of  merger  had  .  .  .  5,707,285,000 


STAR  BANK,  NATIONAL  ASSOCIATION, 

Cincinnati,  Ohio,  and  Star  Bank,  Central  Ohio,  Columbus,  Ohio 

Names  of  institutions  and  type  of  transaction  Totai  assets 

Star  Bank,  National  Association,  Cincinnati,  Ohio  (24),  with .  $5,707,285,000 

and  Star  Bank,  Central  Ohio,  Columbus,  Ohio,  with .  398,491,000 

merged  August  21 ,  1 993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  6,102,251,000 


STAR  BANK,  NATIONAL  ASSOCIATION, 

Cincinnati,  Ohio,  and  Star  Bank,  Preble  County,  Eaton,  Ohio,  and  Star  Bank,  National  Association,  Troy,  Troy, 

Ohio 

Names  of  institutions  and  type  of  transaction  Total  assets 

Star  Bank,  National  Association,  Cincinnati,  Ohio  (24),  with .  $6,102,251,000 

and  Star  Bank,  National  Association,  Troy,  Troy,  Ohio  (9336),  with .  227,254,000 

and  Star  Bank,  Preble  County,  Eaton,  Ohio,  with  .  74,555,000 

merged  September  18,  1993,  under  charter  24  and  title  "Star  Bank,  National  Association." 

The  merged  bank  at  date  of  merger  had .  6,381,663,000 


LIBERTY  BANK  AND  TRUST  COMPANY  OF  OKLAHOMA  CITY,  NATIONAL  ASSOCIATION, 

Oklahoma  City,  Oklahoma,  and  First  Oklahoma  Bank  and  Trust  Company  of  Edmond,  Edmond,  Oklahoma 

Names  of  institutions  and  type  of  transaction  Total  assets 

Liberty  Bank  and  Trust  Company  of  Oklahoma  City,  National  Association.  Oklahoma  City,  Oklahoma  (1 1230),  with .  $1,518,000,000 

and  First  Oklahoma  Bank  and  Trust  Company  of  Edmond,  Edmond,  Oklahoma,  with .  53.449.000 

merged  July  31 ,  1993,  under  charter  and  title  of  the  former  The  merged  Dank  at  date  of  merger  had  .  1 ,567.000,000 


BANK  IV  OKLAHOMA,  NATIONAL  ASSOCIATION, 

Tulsa,  Oklahoma,  and  Commercial  Bank  and  Trust  Company  of  Tulsa,  Tulsa,  Oklahoma 

Names  of  institutions  and  type  of  transaction  Total  assets 

Bank  IV  Oklahoma,  National  Association,  Tulsa,  Oklahoma  (18308),  with .  $1,372,839,000 

and  Commercial  Bank  and  Trust  Company  of  Tulsa,  Tulsa,  Oklahoma,  with .  1 ,664,000 

merged  September  1 7,  1 993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  .  1 ,444,545,000 
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BANK  IV  OKLAHOMA,  NATIONAL  ASSOCIATION 

Tulsa,  Oklahoma,  and  First  Bank  and  Trust  Company  of  Tahiequah,  Tahlequah,  Oklahoma,  and  First  Bank  and 
Trust  Company  of  Fort  Gibson,  Fort  Gibson,  Oklahoma,  and  Commercial  Bank  and  Trust  Company.  Muskogee, 
Oklahoma 


Names  of  institutions  and  type  of  transaction 

Total  assets 

Bank  IV  Oklahoma,  National  Association,  Tulsa,  Oklahoma  (18308),  with  . 

and  First  Bank  and  Trust  Company  of  Tahlequah,  Tahlequah  Oklahoma  with 
and  First  Bank  and  Trust  Company  of  Fort  Gibson,  Fort  Gibson  Oklahoma,  with 
and  Commercial  Bank  and  Trust  Company,  Muskogee,  Oklahoma,  with 

merged  September  17,  1993,  under  charter  18308  and  title  “Bank  IV  Oklahoma,  National  Association." 

The  merged  bank  at  date  of  merger  had . 

$1,444,545,000 

139,435,000 

18,144,000 

224,620,000 

1,822,651.000 

★  *  * 

PNC  BANK,  NATIONAL  ASSOCIATION, 

Pittsburgh,  Pennsylvania,  and  First  Bank  and  Trust  Company,  Mechanicsburg,  Pennsylvania 


Names  of  institutions  and  type  of  transaction  Total  assets 


PNC  Bank,  National  Association,  Pittsburgh,  Pennsylvania  (252),  with  .  $27,162,641,000 

and  First  Bank  and  Trust  Company,  Mechanicsburg,  Pennsylvania,  with .  1 77,070,000 

merged  August  6,  1993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had .  27,339,71 1 ,000 


PNC  BANK,  NATIONAL  ASSOCIATION, 

Pittsburgh,  Pennsylvania,  and  The  Hershey  Bank,  Hershey,  Pennsylvania 


Names  of  institutions  and  type  of  transaction  Total  assets 


PNC  Bank,  National  Association,  Pittsburgh,  Pennsylvania  (252),  with  .  $27,339,71 1,000 

and  The  Hershey  Bank,  Hershey,  Pennsylvania,  with  .  230,148,000 

merged  August  6,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  27,569,859,000 


*  *  * 


PNC  BANK,  NATIONAL  ASSOCIATION, 

Pittsburgh,  Pennsylvania,  and  CCNB  Bank,  National  Association,  Camp  Hill,  Pennsylvania 


Names  of  institutions  and  type  of  transaction  Total  assets 


PNC  Bank,  National  Association,  Pittsburgh,  Pennsylvania  (252),  with  .  $27,569,859,000 

and  CCNB  Bank,  National  Association,  Camp  Hill,  Pennsylvania  (14542),  with .  1 ,144,406,000 

merged  August  6,  1993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  .  28,714,265.000 


*  *  * 


CORESTATES  BANK,  NATIONAL  ASSOCIATION, 

Philadelphia,  Pennsylvania,  and  CoreStates  Hamilton  Bank,  Lancaster,  Pennsylvania 


Names  of  institutions  and  type  of  transaction  Total  assets 


CoreStates  Bank,  National  Association,  Philadelphia,  Pennsylvania  (1 ),  with  .  $16,038,576,000 

and  CoreStates  Hamilton  Bank,  Lancaster,  Pennsylvania,  with  .  2,762,558,000 

merged  August  16,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  18,308,069,000 


FIRST  NATIONAL  BANK  OF  WESTERN  PENNSYLVANIA, 

New  Castle,  Pennsylvania,  and  Beaver  Trust  Company,  Beaver,  Pennsylvania 


Names  of  institutions  and  type  of  transaction  Total  assets 


First  National  Bank  of  Western  Pennsylvania,  New  Castle,  Pennsylvania  (562),  with  $370,286,000 

and  Beaver  Trust  Company,  Beaver,  Pennsylvania,  with .  451,741,000 

merged  September  10,  1993.  under  charter  562  and  title  "First  Western  Bank.  National  Association  " 

The  merged  bank  at  date  of  merger  had  .  821,860,000 


*  *  * 
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CITIBANK  (SOUTH  DAKOTA),  NATIONAL  ASSOCIATION 

Sioux  Falls,  South  Dakota,  and  Citibank  (Maryland),  National  Association,  Towson,  Maryland 

Names  of  institutions  and  type  of  transaction  Total  assets 

Citibank  (South  Dakota),  National  Association,  Sioux  Falls,  South  Dakota  (16971),  with  .  $6,943,076,000 

and  Citibank  (Maryland),  National  Association,  Towson,  Maryland  (18324),  with  .  421,021,000 

merged  July  1 .  1993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  .  7,355,021,000 


THE  ROYALL  NATIONAL  BANK  OF  PALESTINE, 

Palestine,  Texas,  and  Community  Bank,  National  Association,  Lufkin,  Texas 

Names  of  institutions  and  type  of  transaction  Total  assets 

The  Royall  National  Bank  of  Palestine,  Palestine,  Texas  (71 70),  with .  $67,338,000 

and  Community  Bank,  National  Association,  Lufkin,  Texas  (22639),  with  .  41,851,000 

merged  July  1 ,  1993,  under  charter  22639  and  title  “The  Royall  National  Bank  of  Palestine." 

The  merged  bank  at  date  of  merger  had  .  1 06,383,000 


NATIONSBANK  OF  TEXAS,  NATIONAL  ASSOCIATION, 

Dallas,  Texas,  and  Westheimer  National  Bank,  Houston,  Texas 

Names  of  institutions  and  type  of  transaction  Total  assets 

NationsBank  of  Texas,  National  Association,  Dallas,  Texas  (21834),  with .  $34,377,850,000 

and  Westheimer  National  Bank,  Houston,  Texas  (7991),  with  .  25,401 ,000 

merged  July  2,  1 993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  34,398,251 .000 


FIRST  NATIONAL  BANK  OF  KERRVILLE, 

Kerrville,  Texas,  and  Bank  of  Kerrville,  Kerrville,  Texas 

Names  of  institutions  and  type  of  transaction  Total  assets 

First  National  Bank  of  Kerrville,  Kerrville,  Texas  (14861),  with  .  $163,678,000 

and  Bank  of  Kerrville,  Kerrville,  Texas,  with  .  53,558,000 

merged  July  19.  1993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  .  217,236,000 

it  *  * 

FIRST  INTERSTATE  BANK  OF  TEXAS,  NATIONAL  ASSOCIATION, 

Houston,  Texas,  and  Tarrant,  Fort  Worth,  Texas 

Names  of  institutions  and  type  of  transaction  Total  assets 

First  Interstate  Bank  of  Texas,  National  Association,  Houston,  Texas  (17612),  with  .  — 

and  Tarrant  Bank,  Fort  Worth,  Texas,  with .  — 

merged  August  25.  1 993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  — 


FIDELITY  BANK,  NATIONAL  ASSOCIATION, 

University  Park,  Texas,  and  Crown  Charter  National  Bank,  Dallas,  Texas 

Names  of  institutions  and  type  of  transaction  Total  assets 

Fidelity  Bank,  National  Association,  University  Park,  Texas  (18073),  with  .  $67,220,000 

and  Crown  Charter  National  Bank,  Dallas,  Texas  (18275),  with .  17,014,000 

merged  September  17,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  83,615,000 

*  *  A 
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FIRST  NATIONAL  BANK 

Carrizo  Springs,  Texas,  and  Frio  National  Bank,  Pearsall,  Texas,  and  Frontier  State  Bank,  Eagle  Pass,  Texas 

Names  of  institutions  and  type  ot  transaction  Total  assets 

First  National  Bank,  Carrizo  Springs.  Texas  (16703),  with  .  $23,192,000 

and  Frio  National  Bank,  Pearsall,  Texas  (18624),  with  .  12,172,000 

and  Frontier  State  Bank,  Eagle  Pass,  Texas,  with .  73,285,000 

merged  September  24.  1993,  under  charter  16703  and  title  “Cammo  Real  Bank,  National  Association  " 

The  merged  bank  at  date  of  merger  had .  109,861,000 

*  *  A 

DOMINION  BANK,  NATIONAL  ASSOCIATION, 

Roanoke,  Virginia,  and  First  Union  Bank  of  Virginia,  Vienna,  Virginia,  and  Dominion  Trust  Company,  Roanoke, 
Virginia 

Names  of  institutions  and  type  of  transaction  Total  assets 

Dominion  Bank,  National  Association,  Roanoke,  Virginia  (2737),  with .  $5,786,656,000 

and  First  Union  Bank  of  Virginia,  Vienna,  Virginia,  with  .  27,674.000 

and  Dominion  Trust  Company,  Roanoke,  Virginia,  with  .  6,965,000 

merged  July  22,  1993,  under  charter  2737  and  title  "Dominion  Bank,  National  Association." 

The  merged  bank  at  date  of  merger  had .  6,002,872,000 


THE  CITY  NATIONAL  BANK  OF  CHARLESTON, 

Charleston,  West  Virginia,  and  The  Bank  of  Cross  Lanes,  Cross  Lanes,  West  Virginia 

Names  of  Institutions  and  type  of  transaction  Total  assets 

The  City  National  Bank  of  Charleston,  Charleston,  West  Virginia  (14807),  with .  $163,378,000 

and  The  Bank  of  Cross  Lanes,  Cross  Lanes,  West  Virginia,  with .  44,206,000 

merged  July  1 2,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  207,862,000 

*  *  * 

CHARLESTON  NATIONAL  BANK, 

Charleston,  West  Virginia,  and  Ameribank,  Charleston,  Charleston,  West  Virginia 

Names  of  institutions  and  type  of  transaction  Total  assets 

Charleston  National  Bank,  Charleston,  West  Virginia  (3236),  with .  $478,489,000 

and  Ameribank,  Charleston,  Charleston,  West  Virginia,  with  .  15,165,000 

merged  July  23,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  492,570,000 

*  *  * 

COMMERCE  BANK,  CHARLESTON,  NATIONAL  ASSOCIATION, 

Charleston,  West  Virginia,  and  Commerce  Bank,  Man,  Man,  West  Virginia 

Names  of  Institutions  and  type  of  transaction  Total  assets 

Commerce  Bank,  Charleston,  National  Association,  Charleston,  West  Virginia  (13509),  with  .  $51 1,586,000 

and  Commerce  Bank,  Man,  Man,  West  Virginia,  with .  59,828,000 

merged  August  19,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  572,831,000 

*  *  * 

UNITED  NATIONAL  BANK, 

Parkersburg,  West  Virginia,  and  First  Bank  of  Ceredo,  Ceredo,  West  Virginia 

Names  of  institutions  and  type  of  transaction  Total  assets 

United  National  Bank,  Parkersburg,  West  Virginia  (1427),  with  $1,022,207,000 

and  First  Bank  of  Ceredo,  Ceredo.  West  Virginia,  with .  142,119,000 

merged  September  1 ,  1993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  1 ,162,503,000 

a  A  a 
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UNITED  NATIONAL  BANK 

Parkersburg,  West  Virginia,  and  CB&T-Westover  Bank,  Westover,  West  Virginia 

Names  of  institutions  and  type  ot  transaction 

Total  assets 

United  National  Bank,  Parkersburg,  West  Virginia  (1427),  witn  . 

and  CB&T  Westover  Bank,  Westover,  West  Virginia,  with .  . 

merged  September  10,  1993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 

$1,343,854,000 

64.129,000 

1,406,989,000 

FIRST  NATIONAL  BANK  IN  WORLAND, 

Worland,  Wyoming,  and  First  National  Bank  at  Thermopolis,  Thermopolis,  Wyoming 


Names  of  institutions  and  type  of  transaction  Total  assets 


First  National  Bank  in  Worland,  Worland,  Wyoming  (14841),  with .  $53,141,000 

and  First  National  Bank  at  Thermopolis,  Thermopolis,  Wyoming  (14404),  with  .  36,064,000 

merged  July  9,  1993,  under  charter  14841  and  title  "First  National  Bank."  The  merged  bank  at  date  of  merger  had  .  89,860,000 


*  *  * 


HILLTOP  NATIONAL  BANK, 

Casper,  Wyoming,  and  Mountain  Plaza  National  Bank,  Casper,  Wyoming 


Names  of  institutions  and  type  of  transaction  Total  assets 


Hilltop  National  Bank,  Casper,  Wyoming  (15359),  with .  $1 13,765,000 

and  Mountain  Plaza  National  Bank,  Casper,  Wyoming  (16954),  with .  27,078.000 

merged  August  20,  1 993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had .  1 40,81 4,000 


FIRST  NATIONAL  BANK  OF  POWELL, 

Powell.  Wyoming,  and  Lovell  National  Bank,  Lovell,  Wyoming 


Names  of  institutions  and  type  of  transaction  Total  assets 


First  National  Bank  of  Powell,  Powell,  Wyoming  (10265),  with .  $101,1 14,000 

and  Lovell  National  Bank,  Lovell,  Wyoming  (20245),  with  .  7,658,000 

merged  September  1 7,  1 993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  1 08,726,000 


SOUTHTRUST  BANK  OF  DOTHAN,  NATIONAL  ASSOCIATION, 

Dothan.  Alabama,  and  First  Federal  Savings  and  Loan  Association  of  Russell  County,  Phenix  City,  Alabama 


Names  of  institutions  and  type  of  transaction 

Total  assets 

SouthTrust  Bank  of  Dothan,  National  Association,  Dothan,  Alabama  (5249),  with . 

and  First  Federal  Savings  and  Loan  Assocation  of  Russell  County,  Phenix  City,  Alabama,  with . 

merged  July  23,  1993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  . 

— 

*  *  * 

COMMUNITY  FIRST  NATIONAL  BANK, 

Pleasanton,  California,  and  Amador  Valley  Savings  and  Loan  Association,  Pleasanton,  California 

Names  of  institutions  and  type  of  transaction 

Total  assets 

Community  First  National  Bank,  Pleasanton,  California  (214461,  with  . 

and  Amador  Valley  Savings  and  Loan  Association.  Pleasanton.  California,  with  . 

merged  September  10,  1993,  under  charter  and  titie  of  the  former  The  merged  Dank  at  date  of  merger  had 

— 
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FIRST  UNION  NATIONAL  BANK  OF  FLORIDA, 

Jacksonville.  Florida,  and  Meritor  Savings,  F  A.,  Winter  Haven,  Florida 

Names  of  institutions  and  type  of  transaction 

Total  assets 

First  Union  National  Bank  of  Florida,  Jacksonville,  Florida  (1 7695),  with  . 

and  Meritor  Savings,  F.A.,  Winter  Haven,  Florida,  with . 

merged  July  22,  1993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had . 

.  $27,777,317,000 

.  1,172,337,000 

28,949,709.000 

THE  FIRST  NATIONAL  BANK  IN  STAUNTON, 

Staunton,  Illinois,  and  Benld  Loan  Association,  Benld,  Illinois 


Names  of  institutions  ana  type  of  transaction  Total  assets 


The  First  National  Bank  in  Staunton,  Staunton,  Illinois  (14310),  with  .  $88,693,000 

and  Benld  Loan  Association,  Benld,  Illinois,  with  .  5,080,000 

merged  July  8,  1 993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  .  92,692,000 


BRITTON  &  KOONTZ  FIRST  NATIONAL  BANK, 

Natchez,  Mississippi,  and  Natchez  First  Federal  Savings  Bank,  Natchez,  Mississippi 


Names  of  institutions  and  type  of  transaction  Total  assets 


Britton  &  Koontz  First  National  Bank,  Natchez,  Mississippi  (13722),  with .  $88,953,000 

and  Natchez  First  Federal  Savings  Bank,  Natchez,  Mississippi,  with .  46,477,000 

merged  July  1 2,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  138,710,000 


PNC  BANK,  NATIONAL  ASSOCIATION, 

Pittsburgh,  Pennsylvania,  and  Home  Unity  Federal  Savings  and  Loan  Association,  Lafayette  Hill,  Pennsylvania 

Names  of  institutions  and  type  of  transaction  Total  assets 

PNC  Bank,  National  Association,  Pittsburgh,  Pennsylvania  (252),  with  . 

and  Home  Unity  Federal  Savings  and  Loan  Association,  Lafayette  Hill,  Pennsylvania,  with  . 

merged  August  27,  1993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had . 


SOUTHTRUST  BANK  OF  CHARLESTON,  NATIONAL  ASSOCIATION, 

Charleston,  South  Carolina,  and  First  South  Savings  Bank,  F.S.B.,  Columbia,  South  Carolina 

Names  of  institutions  and  type  of  transaction  Total  assets 

SouthTrust  Bank  of  Charleston,  National  Association,  Charleston,  South  Carolina  (21875),  with  . 

and  First  South  Savings  Bank,  F.S.B.,  Columbia,  South  Carolina,  with  . 

merged  September  24,  1 993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  — 


*  *  * 


THE  NATIONAL  BANK  OF  SOUTH  CAROLINA, 

Sumter,  South  Carolina,  and  Standard  Federal  Savings  and  Loan  Association,  Columbia,  South  Carolina 

Names  of  institutions  and  type  of  transaction  Total  assets 

The  National  Bank  of  South  Carolina,  Sumter,  South  Carolina  (10660),  with . 

and  Standard  Federal  Savings  and  Loan  Association,  Columbia,  South  Carolina,  with 

merged  September  24,  1 993,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  — 


THE  MERCHANTS  NATIONAL  BANK, 

Montgomery,  West  Virginia,  and  Evergreen  Federal  Savings  and  Loan  Association,  Charleston,  West  Virginia 

Names  of  institutions  and  type  of  transaction  Total  assets 

The  Merchants  National  Bank,  Montgomery,  West  Virginia  (9740),  with 

and  Evergreen  Federal  Savings  and  Loan  Association,  Charleston,  West  Virginia,  with 

merged  September  17,  1993,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had 


75 


Statistical  Tables 


Page 


Assets,  liabilities,  and  capital  accounts  of  national  banks,  September  30,  1992  and  September  30,  1993  .  79 

Income  and  expenses  of  foreign  and  domestic  offices  and  subsidiaries  of  national  banks, 

September  30,  1993  .  80 

Loans  of  national  banks,  by  state,  September  30,  1 993  .  81 

Deposits  of  national  banks,  by  state,  September  30,  1993  .  82 

Interest  income  of  national  banks,  by  state,  September  30,  1993  .  83 

Noninterest  income  of  national  banks,  by  state,  September  30,  1 993  .  84 

Interest  expense  of  national  banks,  by  state,  September  30,  1 993  .  85 

Noninterest  and  other  expense  of  national  banks,  by  state,  September  30,  1 993  .  86 

Book  value  of  securities  at  domestic  offices  of  nationai  banks,  by  state,  September  30,  1993  .  87 

Selected  off-balance  sheet  items  at  national  banks,  by  state,  September  30,  1 993  .  88 

Outstanding  balances,  credit  cards,  and  related  plans  of  national  banks,  by  state,  September  30,  1993  .  .  89 

Consolidated  foreign  and  domestic  loans  and  leases  past  due  at  national  banks,  by  state, 

September  30,  1993  .  .  90 

Percent  of  loans  past  due,  by  asset  size  of  national  banks.  September  30.  1 993  ....  .  91 


Tables  provided  by  the  Regulatory  and  Statistical  Analysis  Division.  Figures  may  not  sum  due  to  rounding.  Data  published  here  vary  from 
preliminary  data  given  earlier,  because  of  revisions  and  late  filings 
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only  on  FDIC-insured.  OCC-chartered  commercial  banks.  All  historical  statistics  reported  in  this  issue  are  restated  under  the  new.  broader 
definition  The  new  definition  adds  no  more  than  12  national  banks  in  any  quarter  over  the  last  six  years  Moreover,  because  the  additional 
banks  are  relatively  small,  the  change  of  definition  has  only  a  minor  effect  on  aggregate  national  bank  statistics  and  none  at  all  on  historical 
trends. 
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Assets,  liabilities  and  capital  accounts  of  national  banks.  September  30,  1992  and  September  30,  1993 

(Dollar  amounts  in  millions) 


September  30. 
1992 

September  30 
1993 

Change 

September  30  1992- 
September  30.  1993 
fully  consolidated 

Consolidated 
foreign  and 
domestic 

Consolidated 
foreign  aand 
domestic 

Amount 

Percent 

Assets 

Cash  and  balances  due  from  depository  institutions: 
Noninterest-bearing  balances  and  currency  and  coin . 

$1 12,025 

$1 14,935 

$2,910 

260 

Interest  bearing  balances . 

50,569 

44,648 

-5,921 

-11.71 

Investment  securities . 

394,980 

430,558 

35,578 

901 

Federal  funds  sold  and  securities  purchased  under  agreements  to 

resell . 

87,149 

89,458 

2.309 

2.65 

Loans  and  leases  net  of  unearned  income . 

1,199,076 

1,237,365 

38,289 

3.19 

Less  allowance  for  loan  and  lease  losses  .  .  .  .  . 

33,699 

32,550 

-1,149 

-3.41 

Less  allocated  transfer  risk  reserve 

94 

203 

109 

115.34 

Net  loans  and  leases .  . 

1,165,283 

1,204,612 

39,329 

3  38 

Premises  and  fixed  assets . 

31,087 

32,287 

1,200 

3.86 

Other  real  estate  owned 

18,678 

13.050 

-5,628 

-30.13 

All  other  assets  .  .  . 

1 19,725 

130,898 

11,174 

9  33 

Total  assets . 

1,979,496 

2,060,447 

80,950 

4  09 

Liabilities 

Deposits: 

Noninterest-bearing  deposits  in  domestic  offices . 

286,443 

308,451 

22,018 

7.69 

Interest-bearing  deposits  in  domestic  offices . 

1,046,666 

1,027,770 

-18,896 

-1.81 

Total  domestic  deposits . 

1,333,099 

1,336,221 

3,122 

0.23 

Total  foreign  deposits . 

190,646 

211,107 

20,461 

10.73 

Total  deposits . 

1,523,744 

1,547,327 

23,583 

1.55 

Federal  funds  purchased  and  securities  sold  under  agreements 

to  repurchase .  . 

148,566 

162,138 

13,571 

9.13 

Demand  notes  issued  to  the  U  S.  treasury . 

20,450 

20,692 

241 

1.18 

Other  borrowed  money . 

62,434 

78,819 

16,386 

26.25 

Subordinated  notes  and  debentures . 

18,512 

24,314 

5,802 

31.34 

All  other  liabilities . 

64,557 

66,355 

1,799 

2.79 

Total  liabilities . 

1,838,263 

1,899,645 

61,382 

3.34 

Limited-life  preferred  stock . 

5 

1 

-4 

N/M 

Equity  Capital 

Perpetual  preferred  stock . 

318 

168 

-150 

-47.24 

Common  stock 

16,1 19 

16,987 

868 

5  39 

Surplus  . 

63,210 

71,062 

7,853 

12  42 

Net  undivided  profits  and  capital  reserves . 

62,068 

73,332 

1 1 ,263 

18  15 

Cumulative  foreign  currency  translation  adjustments . 

-487 

-748 

-262 

53.76 

Total  equity  capital . 

141,228 

160,801 

19,573 

13  86 

Total  liabilities,  limited-life  preferred  stock,  and  equity  capital 

1,979,496 

2,060,447 

80,950 

4  09 

NM  =  hot  meaningful 
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Income  and  expenses  of  foreign  and  domestic  offices  and  subsidiaries  of  national  banks,  September  30,  1993 

(Dollar  amounts  in  millions) 


Consolidated 
foreign  and 
domestic 

Percent 

distribution 

Interest  income 

Interest  and  fee  income  on  loans  . 

$78,831 

72.5 

Income  from  lease  financing  receivables .  . 

1,947 

1.8 

Interest  income  on  balances  due  from  depository  institutions  . 

3,405 

3.1 

Interest  and  dividend  income  on  securities . 

19,843 

18  3 

Interest  income  from  assets  held  in  trading  accounts  . 

2,503 

2.3 

Interest  income  from  federal  funds  sold  and  securities  purchase  agreements 

to  resell 

2,140 

2.0 

Total  interest  income . 

108,670 

100.0 

Interest  expense: 

Interest  on  deposits . 

35,475 

73  6 

Expense  of  federal  funds  purchased  and  securities  sold  under  agreements  to 

repurchase  . 

3,743 

7.8 

Interest  on  demand  notes  issued  to  the  U  S  Treasury  and  on  other  borrowed  money 

7,851 

16  3 

Interest  on  mortgage  indebtedness  and  obligations  under  capitalized  leases 

74 

0.2 

Interest  on  notes  and  debentures  subordinated  to  deposits . 

1,034 

2.1 

Total  interest  expense . 

48,177 

100.0 

Net  interest  income . 

60,493 

Provision  for  loan  and  lease  losses . 

7,045 

Provision  for  allocated  transfer  risk .  .  . 

90 

Noninterest  income 

Service  charges  on  deposit  accounts  . 

7,067 

20.9 

Other  noninterest  income . 

26,685 

79.1 

Total  noninterest  Income . 

33,751 

100.0 

Gains  and  losses  on  securities  not  held  in  trading  accounts  . 

1,375 

Noninterest  expense: 

Salaries  and  employee  benefits . 

24,739 

39  9 

Expenses  of  premises  and  fixed  assets  (net  of  rental  income) . 

8,019 

12.9 

Other  noninterest  expense . 

29,229 

47  2 

Total  noninterest  expense  . 

61,988 

100.0 

Income  (loss)  before  income  taxes  and  extraordinary  items  and  other  adjustments 

26,496 

Applicable  income  taxes . 

8,704 

Income  before  extraordinary  items  and  other  adjustments . 

17,679 

Extraordinary  items  and  other  adjustments,  net  of  taxes . 

1,592 

Net  Income  .  . 

19,271 

Total  cash  dividends  declared* . 

7,993 

Recoveries  credited  to  allowance  for  possible  loan  losses . 

2,922 

Losses  charged  to  allowance  for  possible  loan  losses . 

10,246 

Net  loan  losses  . 

7,324 

‘Banks  with  assets  of  less  than  $100  million  report  this  item  only  in  their  December  Report  of  income. 
Note  Preliminary  year-to-date  data 


Loans  of  national  banks,  by  state,  September  30,  1993 
(Dollar  amounts  in  millions) 


Total 

loans, 

gross 

Domestic  offices 

Total 
loans  at 
foreign 
offices 

Loans 
secured 
by  real 
estate 

Loans  to 
farmers 

Commercial 

and 

industrial 

loans 

Loans 

to 

individuals 

Other 

loans 

All  national  banks 

$1,240,910 

$492,958 

$15,126 

$272,088 

$220,547 

$98,212 

$141,979 

Alabama . 

12,851 

5,916 

106 

3,525 

2,446 

858 

0 

Alaska  . 

1,886 

957 

0 

568 

229 

127 

5 

Arizona 

13,596 

5,175 

304 

1,699 

5,600 

818 

0 

Arkansas . 

6,574 

3,496 

315 

1,100 

1,469 

195 

0 

California  . 

145,763 

70,066 

2,064 

22,034 

15,842 

9,522 

26,236 

Colorado  . 

12,586 

5,452 

414 

1,888 

3,871 

962 

0 

Connecticut . 

12,414 

7,085 

4 

3,397 

921 

1,008 

0 

Delaware . 

19,255 

657 

2 

115 

18,362 

119 

0 

District  of  Columbia 

5,322 

3,148 

0 

1,106 

330 

474 

264 

Florida  ... 

58,401 

34,485 

192 

8,392 

12,206 

3,003 

123 

Georgia . 

33,914 

14,144 

105 

9,675 

7,833 

2,144 

14 

Hawaii . 

218 

138 

0 

69 

9 

2 

0 

Idaho . 

3,534 

1,298 

282 

485 

1,316 

152 

0 

Illinois . 

60,736 

20,929 

838 

21,042 

8,088 

6,677 

3,163 

Indiana  . 

25,029 

1 1,319 

376 

5,140 

6,509 

1,685 

0 

Iowa  . 

8,382 

3,389 

662 

1,757 

2,283 

290 

0 

Kansas  . 

7,154 

3,021 

844 

1,536 

1,516 

237 

0 

Kentucky  . 

12,907 

5,574 

155 

2,891 

3,027 

1,261 

0 

Louisiana . 

9,715 

4,204 

93 

2,234 

2,631 

546 

8 

Maine . 

1,625 

1,075 

4 

375 

138 

33 

0 

Maryland  . 

14,895 

8,394 

14 

2,808 

2,282 

1,066 

330 

Massachusetts  . 

35,560 

1 1,974 

12 

12,625 

1,637 

2,428 

6,884 

Michigan  . 

29,262 

12,343 

105 

8,395 

5,160 

2,277 

981 

Minnesota . 

28,650 

13,541 

715 

6,763 

2,981 

4,505 

144 

Mississippi . 

5,659 

2,770 

145 

1,167 

1,288 

289 

0 

Missouri . 

18,360 

8,1 10 

301 

5,197 

3,162 

1,590 

0 

Montana . 

1,881 

754 

185 

309 

603 

29 

0 

Nebraska . 

8,500 

2,725 

1,299 

1,348 

2,775 

354 

0 

Nevada  . 

7,162 

1,060 

12 

224 

5,839 

26 

0 

New  Hampshire . 

2,084 

570 

0 

55 

1,455 

4 

0 

New  Jersey . 

42,865 

25,088 

66 

9,237 

5,048 

3,363 

63 

New  Mexico . 

3,731 

2,162 

109 

542 

820 

98 

0 

New  York  . 

201,274 

43,525 

202 

28,023 

12,594 

15,900 

101,030 

North  Carolina . 

39,739 

16,397 

161 

13,058 

3,714 

5,403 

1,006 

North  Dakota . 

2,162 

944 

290 

466 

412 

50 

0 

Ohio . 

67,821 

25,961 

358 

15,1 16 

21,352 

4,964 

70 

Oklahoma . 

8,406 

3,732 

554 

2,145 

1,669 

306 

0 

Oregon  . 

12,1  17 

4,205 

228 

3,547 

2,762 

1,372 

4 

Pennsylvania  . 

7 1 ,353 

27,780 

1  17 

22,426 

9,074 

10,781 

1,176 

Rhode  Island . 

8,485 

3,629 

0 

3,202 

480 

1,166 

8 

South  Carolina . 

12,853 

7,598 

48 

2,136 

2,199 

872 

0 

South  Dakota 

10,301 

952 

409 

1,936 

6,879 

125 

0 

Tennessee  . 

2 1 . 1 84 

9,834 

138 

5,623 

4,144 

1,444 

0 

Texas  . 

69,983 

28,422 

1,651 

20,762 

12,527 

6,180 

440 

Utah . 

6,007 

2,753 

1  16 

1,141 

1,549 

448 

0 

Vermont . 

1,528 

969 

5 

310 

178 

66 

0 

Virginia  . 

13,703 

6,203 

84 

3,745 

2,877 

795 

0 

Washington . 

20,153 

7,869 

682 

5,387 

5,21  1 

993 

1  1 

West  Virginia  . 

6,498 

3,648 

10 

1,025 

1,618 

198 

0 

Wisconsin . 

15,458 

6,882 

263 

4,033 

3,272 

987 

20 

Wyoming . 

830 

31  1 

86 

165 

250 

18 

0 

Puerto  Rico . 

587 

325 

1 

144 

113 

4 

0 

Note:  Preliminary  end-of-quarter  data  Zeros  indicate  amounts  of  less  than  $500,000 
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Deposits  of  national  banks,  by  state,  September  30,  1992  and  September  30,  1993 

(Dollar  amounts  in  millions) 


Total 
demand 
deposits  at 
domestic 
offices 

All 

NOW 

accounts 

Money 

market 

deposit 

accounts 

Large 

time 

deposits 

All  other 
deposits  at 
domestic 
offices 

Total 

deposits 

at 

foreign 

offices 

Total 

consolidated 

deposits 

All  national  banks 

$299,620 

$165,072 

$274,003 

$108,632 

$488,895 

$21 1,107 

$1,547,327 

Alabama 

2,661 

1,731 

2,895 

1,542 

5,871 

331 

15,031 

Alaska  . 

883 

249 

418 

298 

870 

1 

i 

2,719 

Arizona  . 

4,514 

2,1  14 

5,494 

1,012 

5,340 

0 

18,474 

Arkansas 

1,972 

2,002 

1,397 

1,296 

4,803 

0 

1  1 ,470 

California 

38,217 

15,295 

45,291 

9,255 

36,377 

22,763 

167,199 

Colorado 

5,327 

3,426 

4,217 

933 

7,142 

50 

21,095 

Connecticut . 

4,361 

2,044 

2,693 

873 

6,566 

253 

16,790 

Delaware  . 

396 

136 

2,422 

3,501 

2,574 

226 

9,254 

District  of  Columbia  .  .  .  . 

2,290 

1,608 

2,531 

734 

1,977 

655 

9,795 

Florida 

15,764 

11,891 

16,133 

6,642 

27,637 

224 

78,291 

Georgia 

7,853 

5,378 

5,343 

2,532 

13,525 

494 

35,126 

Hawaii  . 

62 

41 

41 

37 

108 

0 

289 

Idaho 

657 

509 

657 

221 

1.532 

0 

3,576 

Illinois 

16,563 

7.386 

1  1 ,969 

1  1,843 

27,1 14 

15  621 

90,496 

Indiana 

5,858 

4,224 

4,857 

1,843 

13,416 

32 

30  229 

Iowa 

2,310 

1,644 

1,840 

568 

4,933 

0 

1 1  295 

Kansas 

1,953 

1,988 

2,046 

855 

5,415 

0 

12,257 

Kentucky 

3,202 

2.495 

1.851 

1.081 

6,687 

297 

15,614 

Louisiana 

4,176 

2.471 

2,988 

2,026 

6,908 

83 

18,652 

Maine  . 

239 

247 

214 

124 

1,028 

0 

1  853 

Maryland 

5,014 

2,286 

3,219 

1.419 

8,541 

702 

21,180 

Massachusetts  . 

7,493 

3,058 

7,286 

2,633 

8,448 

6,841 

35,760 

Michigan  . 

7,255 

2,753 

7,065 

2,567 

13,882 

2,121 

35,642 

Minnesota . 

8,092 

3,740 

6,475 

1,724 

9,870 

1,152 

31,054 

Mississippi . 

1,633 

1,414 

1,577 

875 

3,507 

0 

9,005 

Missouri . 

6,1 16 

3,824 

5,532 

1,124 

9,907 

151 

26,654 

Montana . 

516 

458 

534 

124 

1,033 

0 

2,665 

Nebraska  . 

1,805 

1,684 

1,291 

1,417 

5,431 

0 

1 1 ,629 

Nevada  . 

1,049 

601 

1,112 

494 

1,392 

0 

4,647 

New  Hampshire . 

132 

1  16 

384 

671 

649 

0 

1,951 

New  Jersey . 

13,108 

7,879 

8,609 

2,862 

29,355 

36 

61,850 

New  Mexico . 

1,185 

1,144 

1,040 

551 

2,603 

0 

6,523 

New  York  . 

30,391 

8,107 

29,940 

9,644 

27,747 

143,280 

249,109 

North  Carolina . 

8,015 

4,502 

5,670 

3,035 

12,480 

7,551 

41,253 

North  Dakota  . 

436 

580 

457 

187 

1,456 

0 

3,1 17 

Ohio . 

12,964 

8,744 

10,061 

3,940 

33,744 

2,472 

71,925 

Oklahoma  . 

3,012 

2,406 

2,150 

1,727 

5,968 

44 

15,307 

Oregon . 

3,155 

2,234 

3,045 

382 

4,508 

2 

13,326 

Pennsylvania 

16,728 

8,013 

16,877 

4,889 

35,121 

3,167 

84,796 

Rhode  Island 

1,135 

593 

2,018 

1,382 

2,652 

248 

8,027 

South  Carolina 

2,914 

2,797 

2,566 

1,020 

5,484 

4 

14,785 

South  Dakota 

735 

590 

1,538 

1,246 

3,196 

0 

7,305 

Tennessee 

5,620 

3,777 

5,477 

2,251 

12,418 

170 

29,713 

Texas  . 

24,497 

15,794 

20,418 

10,868 

36,682 

1,789 

1  10,048 

Utah . 

1,764 

1,095 

1,307 

210 

3,082 

64 

7,521 

Vermont . 

237 

260 

395 

67 

827 

0 

1,786 

Virginia 

3,769 

3,151 

2,810 

1,138 

8,820 

1 

19,688 

Washington . 

5,959 

2,724 

6,149 

802 

5,450 

76 

21,159 

West  Virginia 

1,265 

1,305 

833 

515 

5,396 

0 

9,314 

Wisconsin 

4,000 

2,094 

2,575 

1,035 

8,586 

205 

18,494 

Wyoming 

293 

367 

290 

143 

632 

0 

1,724 

Puerto  Rico 

75 

100 

10 

475 

207 

0 

867 

Note  Preliminary  end-of-quarter  data  Zeros  indicate  amounts  of  less  than  $500 
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Interest  income  of  national  banks,  September  30,  1993 
(Dollar  amounts  in  millions) 


Interest 
and  fees 
on  loans 

Income 

from 

lease 

financing 

Interest  due  1 
from  other 
depository 
Institutions 

Interest 

and 

dividends  on 
securities 

Interest 

from  trading 
account 
assets 

Interest 

from  federal 
funds 

transactions 

Total 

interest 

income 

All  national  banks 

$78,831 

$1,947 

$3,405 

$19,843 

$2,504 

$2,140 

$108,670 

Alabama . 

727 

6 

2 

264 

2 

12 

1,012 

Alaska . 

1 19 

0 

1 

76 

0 

1 

197 

Arizona . 

890 

24 

2 

246 

1 

15 

1,177 

Arkansas . 

385 

1 

2 

222 

0 

10 

622 

California 

8,480 

248 

151 

1,100 

272 

133 

10,385 

Colorado 

789 

7 

5 

356 

0 

26 

1,183 

Connecticut 

659 

0 

0 

366 

0 

21 

1 ,046 

Delaware 

1  873 

5  1 

3 

70 

0 

7 

1 ,958 

District  of  Columbia 

281 

2 

18 

183 

0 

32 

517 

Florida  .  . 

3,503 

12 

34 

1,073 

1 

130 

4,753 

Georgia . 

1,898 

34 

8 

402 

5 

41 

2,389 

Hawaii . 

14 

0 

0 

2 

0 

1 

1  ( 

Idaho . 

212 

2 

0 

30 

6 

2 

252 

Illinois . 

3,325 

27 

343 

1,019 

162 

231 

5, 107 

Indiana  . 

1,535 

36 

6 

399 

0 

31 

2,008 

Iowa . 

491 

1 

1 

259 

0 

10 

762 

Kansas  . 

454 

6 

2 

258 

0 

11 

731 

Kentucky  . 

715 

17 

2 

215 

0 

26 

974 

Louisiana . 

629 

2 

13 

424 

0 

22 

1,090 

Maine . 

95 

0 

0 

15 

0 

3 

1 13 

Maryland  . 

890 

9 

2 

388 

4 

39 

1,333 

Massachusetts  . 

3,266 

147 

844 

845 

8 

24 

5, 134 

Michigan  . 

1,686 

13 

34 

527 

8 

31 

2,298 

Minnesota . 

1,482 

39 

4 

366 

5 

53 

1,949 

Mississippi . 

331 

0 

2 

212 

0 

10 

555 

Missouri . 

1,021 

13 

3 

457 

4 

47 

1 ,545 

Montana . 

126 

0 

1 

38 

0 

6 

171 

Nebraska . 

602 

1 

1 

178 

0 

12 

794 

Nevada  . 

747 

0 

3 

73 

0 

3 

827 

New  Hampshire . 

291 

0 

0 

12 

0 

7 

31  1 

New  Jersey . 

2,489 

28 

49 

723 

5 

81 

3,374 

New  Mexico  ....... 

250 

1 

1 

1 1 1 

0 

14 

377 

New  York  . 

16,218 

702 

1,614 

1,993 

1,800 

265 

22,592 

North  Carolina . 

2,040 

58 

42 

558 

153 

135 

2,987 

North  Dakota 

128 

1 

1 

49 

0 

5 

184 

Ohio . 

4,390 

139 

19 

946 

2 

84 

5,580 

Oklahoma . 

507 

1 

6 

316 

1 

14 

844 

Oregon  . 

Pennsylvania  . 

714 

47 

0 

135 

8 

9 

913 

3,698 

165 

101 

1,407 

13 

79 

5,463 

Rhode  Island  . 

390 

61 

1 

94 

0 

9 

South  Carolina . 

763 

2 

1 

222 

0 

36 

1,025 

South  Dakota . 

789 

1 

1 

42 

0 

10 

843 

Tennessee  . 

1,223 

10 

12 

508 

16 

28 

1 ,796 

Texas  . 

3,686 

22 

53 

1,777 

7 

279 

5,823 

Utah . 

362 

14 

5 

93 

14 

13 

500 

Vermont . 

96 

0 

0 

18 

0 

0 

1 15 

Virginia  . 

Washington . 

861 

1,261 

6 

19 

5 

0 

220 

76 

1 

5 

50 

4 

Q 

1  1 43 
1,366 
60? 

West  Virginia  . 

Wisconsin . 

406 

946 

0 

15 

1 

3 

187 

235 

0 

1 

19 

1,218 

Wyoming 

55 

0 

0 

41 

0 

1 

o 

98 
6 1 

Puerto  Rico . 

41 

0 

0 

1  7 

u 

Note:  Preliminary  year-to-date  c 

ata  Zeros  indicate  amounts  of  less  than  $500,000 
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Noninterest  income  of  national  banks  September  30,  1993 


(Dollar  amounts  in  millions) 


Service 
charges  on 
deposit 
accounts 

o - - - 

Gams 
(losses) 
on  foreign 
exchange 
transactions 

Gains 
( losses ) 
on  tees  from 
assets  in 
trading 
accounts 

Other 

noninterest 

income 

+ 

extraordinary 

items 

Gams 
(losses) 
on  assets 
not  m 
traadmg 
accounts 

Total 

noninterest 
income  and 
gams  (losses) 
on  assets  not 
in  trading 
accounts 

All  national  banks 

$7,067 

$1,664 

$1,857 

$24,755 

$1,375 

$36,718 

Alabama 

71 

3 

1 1 

151 

7 

1 

243 

Alaska 

14 

0 

0 

34 

50 

Arizona  . 

115 

2 

4 

206 

0 

327 

Arkansas 

48 

0 

6 

85 

9 

148 

California 

1,082 

196 

305 

2,316 

50 

3  950 

Colorado 

122 

1 

2 

347 

3 

476 

Connecticut . 

87 

0 

2 

256 

108 

454 

Delaware 

5 

0 

0 

1,710 

3 

1  717 

District  of  Columbia 

48 

1 

2 

156 

27 

233 

Florida 

440 

6 

3 

624 

44 

1,117 

Georgia . 

252 

4 

5 

415 

15 

689 

Hawaii . 

1 

0 

0 

2 

0 

3 

Idaho . 

21 

0 

-1 

14 

0 

36 

Illinois . 

348 

109 

413 

978 

126 

1  974 

Indiana 

123 

1 

1 

273 

7 

405 

Iowa . 

40 

0 

0 

159 

1  1 

210 

Kansas  . 

52 

0 

1 

87 

4 

144 

Kentucky 

60 

0 

0 

1  10 

6 

176 

Louisiana 

107 

0 

9 

180 

4 

300 

Maine 

6 

0 

0 

13 

0 

20 

Maryland 

153 

3 

0 

143 

44 

343 

Massachusetts  . 

136 

35 

24 

375 

53 

623 

Michigan  .  .  .  . 

146 

10 

5 

357 

13 

531 

Minnesota  ,  . 

137 

10 

10 

568 

31 

755 

Mississippi . 

42 

0 

2 

60 

1 

104 

Missouri . 

133 

7 

32 

279 

5 

456 

Montana . 

1  1 

0 

0 

23 

1 

35 

Nebraska . 

43 

0 

0 

169 

3 

216 

Nevada  . 

23 

0 

0 

792 

0 

1 

815 

New  Hampshire . 

2 

0 

0 

183 

186 

New  Jersey . 

258 

2 

10 

399 

78 

746 

New  Mexico . 

32 

0 

0 

59 

1 

92 

New  York 

435 

1,197 

794 

5,164 

217 

7  809 

North  Carolina 

217 

13 

45 

660 

17 

952 

North  Dakota 

10 

0 

0 

25 

1 

35 

Ohio  .  . 

301 

9 

12 

1,214 

66 

1  602 

Oklahoma 

81 

1 

~7 

f 

149 

6 

243 

Oregon 

109 

1 

17 

315 

1 

442 

Pennsylvania  .  .  .  . 

369 

25 

14 

976 

270 

1  653 

Rhode  Island 

20 

0 

0 

175 

15 

210 

South  Carolina 

89 

0 

2 

166 

16 

274 

South  Dakota 

14 

0 

0 

1,572 

2 

1,587 

Tennessee  . 

158 

1 

91 

275 

7 

531 

Texas  . 

690 

17 

15 

1,595 

80 

2,397 

Utah 

47 

0 

3 

80 

0 

130 

Vermont 

6 

0 

0 

12 

2 

20 

Virginia 

95 

0 

1 

247 

9 

352 

Washington 

160 

7 

8 

299 

0 

475 

West  Virginia 

23 

0 

0 

51 

5 

79 

Wisconsin 

80 

2 

2 

246 

2 

332 

Wyoming 

6 

0 

0 

9 

1 

16 

Puerto  Rico 

2 

0 

0 

2 

0 

5 

Note  Preliminary  year  to-date  data  Zeros  indicate  amounts  of  less  than  $500,000 


Interest  expense  of  national  banks,  September  30,  1993 
(Dollar  amounts  in  millions) 


Interest 

on 

deposits 

Expense  of 
federal 
funds 

transactions 

Interest  on 
Treasury 
demand  notes 
and 

other  borrowed 
money 

Interest 

on 

mortgage 

and 

capitalized 

leases 

Interest 

on 

subordinated 

notes 

and 

debentures 

Total 

interest 

expense 

All  national  banks 

$35,475 

$3,743 

$7,851 

$74 

$1,034 

$48,177 

Alabama . 

339 

50 

1 1 

0 

1 

401 

Alaska . 

41 

12 

0 

0 

0 

53 

Arizona  . 

289 

10 

85 

0 

4 

389 

Arkansas  . 

229 

5 

2 

0 

0 

236 

California  . 

2,707 

115 

320 

10 

184 

3,336 

Colorado  . 

363 

17 

2 

2 

1 

385 

Connecticut 

282 

77 

8 

1 

2 

369 

Delaware 

256 

107 

171 

1 

24 

559 

District  of  Columbia  .  .  . 

192 

27 

6 

0 

1 

226 

Florida 

1,427 

195 

46 

2 

9 

1,680 

Georgia 

748 

155 

29 

1 

18 

951 

Hawaii  . 

5 

0 

0 

0 

0 

5 

Idaho 

79 

12 

2 

0 

1 

93 

Illinois  . 

1,895 

199 

197 

9 

98 

2,399 

Indiana . 

671 

67 

13 

1 

0 

752 

Iowa  . 

250 

30 

21 

1 

1 

302 

Kansas  . 

268 

16 

6 

0 

0 

290 

Kentucky  . 

330 

52 

7 

0 

1 

390 

Louisiana . 

337 

29 

2 

0 

0 

369 

Maine  . 

47 

1 

1 

0 

0 

49 

Maryland  . 

404 

72 

43 

2 

4 

525 

Massachusetts  . 

2,409 

137 

1,066 

1 

25 

3,637 

Michigan  . 

792 

81 

62 

2 

18 

955 

Minnesota . 

520 

112 

56 

2 

12 

701 

Mississippi . 

192 

25 

2 

0 

0 

219 

Missouri . 

518 

77 

22 

5 

2 

624 

Montana . 

49 

2 

0 

0 

1 

52 

Nebraska . 

275 

12 

1 

2 

3 

293 

Nevada  . 

99 

15 

72 

0 

0 

186 

New  Hampshire . 

52 

8 

31 

0 

0 

92 

New  Jersey . 

1,096 

48 

9 

1 

21 

1,175 

New  Mexico . 

131 

7 

1 

0 

0 

139 

New  York  . 

8,866 

431 

4,795 

10 

379 

14,480 

North  Carolina . 

772 

461 

182 

5 

38 

1,458 

North  Dakota . 

75 

1 

0 

0 

1 

77 

Ohio . 

1,451 

249 

108 

3 

42 

1,853 

Oklahoma . 

318 

10 

6 

0 

1 

335 

Oregon  . 

215 

20 

31 

0 

3 

269 

Pennsylvania  . 

1,573 

259 

196 

2 

54 

2,084 

Rhode  Island . 

206 

16 

17 

0 

3 

243 

South  Carolina . 

287 

90 

8 

1 

5 

390 

South  Dakota . 

252 

28 

60 

0 

5 

345 

Tennessee  . 

621 

72 

15 

1 

6 

716 

Texas  . 

1,946 

180 

92 

4 

39 

2,261 

Utah . 

142 

28 

1 1 

0 

2 

185 

Vermont 

41 

3 

1 

0 

0 

45 

Virginia  . 

423 

34 

3 

0 

3 

464 

Washington 

344 

23 

21 

2 

13 

403 

West  Virginia  . 

218 

15 

3 

0 

0 

236 

Wisconsin . 

380 

51 

4 

1 

5 

44  1 

Wyoming 

34 

1 

0 

0 

0 

35 

Puerto  Rico . 

20 

0 

0 

0 

2 

22 

Note:  Preliminary  year-to-date  data  Zeros  indicate  amounts  of  less  than  $500,000 
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Noninterest  and  other  expense  of  national  banks,  September  30,  1993 

(Dollar  amounts  in  millions) 


Provision 

for  loan 
and 
lease 
losses 

Provision 

for 

allocated 

transfer 

risk 

Salaries 

and 

employee 

benefits 

Expenses  of 
premises 
and 
fixed 
assets 

Applicable 

income 

taxes 

Other 

noninterest 

expense 

Total 

noninterest 

and 

other 

expense 

All  national  banks 

$7,045 

$90 

$24,739 

$8,019 

$8,704 

$29,229 

$77,827 

Alabama 

37 

0 

258 

77 

88 

194 

654 

Alaska 

4 

0 

59 

18 

26 

30 

137 

Arizona 

89 

0 

328 

89 

105 

363 

973 

Arkansas 

12 

0 

148 

40 

59 

140 

399 

California 

1,122 

12 

3  083 

1  131 

1.221 

2  739 

9,308 

Colorado 

-25 

0 

31 1 

101 

i  13 

524 

1.025 

Connecticut 

88 

0 

288 

92 

96 

386 

950 

Delaware 

473 

0 

388 

91 

219 

1,336 

2  508 

District  of  Columbia 

67 

0 

150 

53 

17 

271 

558 

Florida 

247 

3 

910 

377 

459 

1,346 

3,343 

Georgia 

184 

-6 

478 

155 

185 

724 

1,721 

Hawaii . 

0 

0 

6 

3 

0 

4 

14 

Idaho 

12 

0 

42 

12 

24 

68 

158 

Illinois  .  . 

330 

-2 

1,273 

367 

336 

1,250 

3.554 

Indiana . 

1 15 

0 

427 

136 

194 

436 

1,308 

Iowa . 

37 

0 

161 

50 

72 

194 

514 

Kansas  . 

15 

0 

155 

41 

57 

180 

447 

Kentucky  . 

32 

0 

198 

60 

73 

210 

574 

Louisiana 

-68 

0 

286 

81 

109 

275 

684 

Maine 

2 

0 

27 

9 

6 

26 

69 

Maryland  . 

73 

-2 

380 

1  1 1 

80 

298 

940 

Massachusetts  . 

-1 

0 

681 

210 

205 

700 

1,794 

Michigan 

1  15 

0 

573 

154 

139 

533 

1,514 

Minnesota . 

90 

0 

463 

146 

250 

602 

1,551 

Mississippi . 

19 

0 

126 

35 

42 

109 

331 

Missouri 

67 

0 

390 

122 

151 

356 

1,086 

Montana . 

10 

0 

33 

1 1 

18 

53 

125 

Nebraska . 

48 

0 

167 

55 

81 

193 

544 

Nevada 

269 

0 

75 

30 

170 

570 

1,1  14 

New  Hampshire  . 

53 

0 

9 

2 

68 

158 

291 

New  Jersey . 

238 

0 

744 

266 

1  12 

974 

2,334 

New  Mexico . 

8 

0 

98 

30 

30 

87 

253 

New  York . 

1,844 

82 

4,524 

1,513 

774 

4,899 

13,636 

North  Carolina . 

65 

0 

657 

204 

271 

660 

1,857 

North  Dakota . 

4 

0 

39 

11 

15 

36 

105 

Ohio . 

425 

0 

1,067 

302 

592 

1,678 

4,065 

Oklahoma 

5 

0 

228 

61 

62 

217 

573 

Oregon 

39 

0 

316 

86 

123 

289 

852 

Pennsylvania 

278 

0 

1,322 

453 

528 

1,214 

3,795 

Rhode  Island 

45 

0 

172 

33 

65 

100 

416 

South  Carolina 

32 

0 

196 

69 

92 

288 

677 

South  Dakota 

283 

0 

162 

41 

235 

984 

1,705 

Tennessee 

51 

0 

458 

122 

158 

468 

1,257 

Texas  . 

57 

3 

1,656 

579 

506 

1,682 

4,482 

Utah  . 

6 

0 

106 

25 

51 

158 

346 

Vermont 

8 

0 

28 

9 

4 

32 

80 

Virginia 

45 

0 

284 

100 

54 

384 

866 

Washington 

42 

0 

363 

126 

182 

380 

1,093 

West  Virginia 

16 

0 

121 

31 

55 

102 

325 

Wisconsin 

34 

0 

291 

87 

121 

296 

828 

Wyoming 

1 

0 

22 

6 

9 

22 

60 

Puerto  Rico 

5 

0 

1  1 

4 

2 

12 

34 

Note  Preliminary  year-to-date  data  Zeros  indicate  amounts  of  less  than  $500,000 
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Book  value  of  securities  at  domestic  offices  of  national  banks ,  September  30.  1993 

(Dollar  amounts  in  millions) 


US. 

Treasury 

securities 

US 

government 
issued  or 
guaranteed 
certificates  of 
participation 

Other  U  S 
government 
agency 
and 

corporation 

obligations 

Securities 
issued  by 
states  and 
political 
subdivisions 
in  the  U.S 

Other 

domestic 

debt 

securities 

Foreign 

debt 

securities 

Eouity 

securities 

All  national  banks 

$132,702 

$96,939 

$  1 1 3  1 28 

$32,756 

$28,370 

$1,144 

$6,924 

Alabama . 

476 

1,277 

2,273 

842 

297 

14 

61 

Alaska . 

767 

59 

287 

176 

192 

0 

15 

Arizona . 

2,045 

753 

2,574 

80 

829 

1 

33 

Arkansas  . 

1,651 

456 

1,939 

691 

188 

1 

71 

California 

3,943 

9,068 

7,073 

653 

1,993 

16 

537 

Colorado . 

2,192 

2,280 

1,741 

447 

602 

0 

127 

Connecticut . 

3,201 

4,192 

332 

15 

826 

6 

45 

Delaware  . 

748 

136 

277 

10 

132 

1 

43 

District  of  Columbia  ... 

1,458 

842 

2,006 

84 

218 

2 

65 

Florida . 

8,982 

3,716 

6,204 

1,541 

2,774 

34 

396 

Georgia . 

5,043 

1,389 

2,186 

950 

392 

34 

159 

Hawaii  .  . 

24 

0 

22 

1 

0 

0 

1 

Idaho 

158 

64 

237 

35 

111 

0 

19 

Illinois 

6,905 

3,618 

6,634 

3,224 

1,650 

22 

534 

Indiana  . 

1,784 

2,347 

2,848 

1,280 

612 

2 

97 

Iowa . 

1,013 

1,197 

1,419 

636 

334 

0 

60 

Kansas 

1,472 

1,325 

2,328 

708 

65 

2 

68 

Kentucky 

1,826 

419 

1,233 

870 

208 

0 

70 

Louisiana 

3,920 

3,511 

1.942 

289 

193 

2 

56 

Maine . 

159 

62 

87 

23 

29 

0 

1 1 

Maryland  . 

3,362 

1,223 

3,384 

567 

170 

9 

304 

Massachusetts  . 

2,168 

2,781 

1,499 

69 

1,254 

91 

210 

Michigan  . 

1,975 

4,183 

2,945 

1,507 

359 

5 

103 

Minnesota . 

1,874 

3,931 

1,072 

780 

687 

5 

189 

Mississippi . 

1,240 

429 

1,892 

567 

188 

1 

28 

Missouri . 

5,093 

1,817 

2,173 

847 

582 

3 

59 

Montana . 

179 

337 

137 

38 

15 

0 

15 

Nebraska 

1,317 

462 

981 

570 

95 

0 

37 

Nevada  . 

749 

225 

735 

41 

213 

0 

21 

New  Hampshire . 

1 10 

72 

79 

34 

35 

1 

9 

New  Jersey . 

6,016 

3,893 

4,584 

1,076 

1,663 

51 

212 

New  Mexico . 

628 

731 

896 

207 

35 

0 

43 

New  York  . 

8,401 

6,943 

3,289 

1,835 

1,348 

572 

1,393 

North  Carolina . 

8,212 

1,518 

468 

1,190 

303 

1 

67 

North  Dakota  . 

197 

442 

233 

67 

8 

0 

16 

Ohio . 

5,549 

3,476 

6,612 

2,351 

2,329 

6 

188 

Oklahoma . 

2,509 

1,251 

2,504 

662 

185 

1 

76 

Oregon  . 

1,127 

601 

808 

270 

85 

0 

17 

Pennsylvania  . 

4,834 

7,692 

13,584 

1,940 

2,163 

1  18 

268 

Rhode  Island  . 

686 

1,119 

10 

10 

50 

4 

27 

South  Carolina . 

2,478 

804 

1,503 

298 

24 

3 

38 

South  Dakota . 

141 

374 

62 

103 

26 

0 

32 

Tennessee  . 

3,178 

1,658 

5,100 

992 

192 

3 

103 

Texas  . 

15,985 

10,236 

10,072 

1,511 

3,455 

120 

343 

Utah . 

444 

174 

933 

226 

192 

0 

231 

Vermont . 

104 

170 

92 

24 

6 

0 

10 

Virginia  . 

2,865 

1,748 

674 

400 

285 

1 

59 

Washington 

447 

335 

325 

201 

95 

0 

1  14 

West  Virginia 

1,035 

462 

1,635 

518 

133 

0 

53 

Wisconsin 

1,554 

861 

896 

1,185 

498 

8 

176 

Wyoming  . 

402 

161 

201 

67 

49 

0 

9 

Puerto  Rico  . 

75 

117 

107 

51 

4 

0 

5 

Note  Preliminary  end-of-quarter  data.  Zeros  indicate  amounts  of  less  than  $500,00 
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Selected  off-balance  sheet  items,  by  state,  September  30,  1993 
(Dollar  amounts  in  millions) 


Unused 

commitments 

Letters 

of 

credit 

Securities 

lent 

Mortgages 
transferred 
to  FNMA  and 
FHLMC 
with  recourse 

Notional 
value  of 
swap 
contracts 

When-issued 
securities 
and  futures 
and 
forward 
contracts 

Written  and 
purchased 
option 
contracts 

All  national  banks 

$883,072 

$127,412 

$18,873 

$6,195 

$1,312,924 

$3,257,267 

$979,874 

Alabama  . 

5,060 

789 

65 

5 

1,958 

561 

1,550 

Alaska 

516 

27 

0 

0 

131 

95 

0 

Arizona 

28.999 

278 

0 

5 

4,239 

620 

10 

Arkansas 

1,418 

83 

0 

135 

0 

159 

105 

California 

80,675 

18,202 

3.073 

122 

261,556 

610,324 

95,001 

Colorado 

9,087 

290 

0 

0 

2,988 

52 

40 

Connecticut . 

5,537 

685 

0 

1 

3,097 

8,291 

2,464 

Delaware  . 

143,120 

4 

0 

0 

8,688 

65 

190 

District  ot  Columbia 

1,580 

282 

0 

0 

973 

260 

405 

Florida  . 

19,638 

2,240 

25 

287 

4,340 

4,899 

7,322 

Georgia 

29,353 

3,406 

9 

64 

6,634 

909 

2,343 

Hawaii 

68 

2 

0 

0 

0 

0 

0 

Idaho  . 

1,140 

48 

0 

0 

828 

3,722 

571 

Illinois  .  . 

55,009 

9,860 

98 

9 

173,307 

301,186 

128,184 

Indiana 

9,501 

1,220 

735 

10 

7,668 

497 

299 

Iowa  .  .  .  . 

7,603 

228 

261 

0 

121 

12 

0 

Kansas 

2,747 

153 

0 

15 

251 

14 

0 

Kentucky 

2  677 

489 

65 

16 

740 

4 

53 

Louisiana 

3,622 

284 

121 

39 

210 

33 

660 

Maine 

367 

23 

0 

0 

105 

0 

90 

Maryland . 

5,51  1 

1,086 

117 

25 

3,811 

1,717 

3,789 

Massachusetts  . 

21,273 

3,885 

16 

1  19 

12,148 

57,227 

14,980 

Michigan 

13,339 

1,932 

0 

141 

5,100 

4,324 

507 

Minnesota 

1 1 ,299 

2,596 

586 

51 

4,331 

5,168 

2,863 

Mississippi . 

1,419 

1  1 1 

277 

0 

560 

438 

16 

Missouri . 

8,294 

1,351 

277 

0 

2,059 

1,871 

86 

Montana . 

983 

57 

39 

0 

145 

0 

0 

Nebraska . 

8,261 

174 

5 

0 

125 

5 

0 

Nevada  . 

14,271 

50 

0 

0 

5,690 

2,067 

13,552 

New  Hampshire . 

4,379 

2 

0 

0 

440 

0 

1,062 

New  Jersey . 

10,559 

1,266 

30 

2 

9,624 

1,727 

347 

New  Mexico . 

922 

50 

0 

8 

140 

27 

0 

New  York 

101,372 

46,900 

2,575 

4,708 

620,403 

2,140,456 

549,351 

North  Carolina 

26,294 

4,505 

997 

38 

26,904 

53,386 

128,941 

North  Dakota . 

597 

20 

50 

0 

42 

0 

0 

Ohio . 

56,509 

4,617 

88 

83 

50,731 

5,153 

7,766 

Oklahoma 

2.495 

314 

0 

35 

22 

40 

0 

Oregon . 

10,989 

540 

0 

14 

1,237 

386 

1,593 

Pennsylvania  . 

31,478 

9,207 

1,795 

99 

32,345 

19,391 

4,638 

Rhode  Island 

3,786 

300 

0 

0 

9,418 

195 

194 

South  Carolina 

2,953 

236 

28 

4 

194 

1  13 

15 

South  Dakota  . 

65,401 

46 

0 

0 

4,246 

1,582 

3,276 

Tennessee  . 

8,159 

1,156 

738 

32 

2,223 

3,389 

664 

Texas  . 

31,303 

4,315 

6,227 

77 

21,221 

5,667 

3,473 

Utah . 

2,580 

254 

0 

0 

611 

4,633 

2,108 

Vermont 

385 

33 

0 

0 

47 

34 

10 

Virginia 

6,21  1 

987 

33 

0 

1,386 

4 

55 

Washington  . 

15,362 

1,991 

16 

0 

10,466 

16,484 

407 

West  Virginia 

1,039 

95 

224 

0 

1,093 

0 

25 

Wisconsin 

7,654 

725 

298 

53 

8,329 

77 

870 

Wyoming 

162 

15 

6 

0 

0 

0 

0 

Puerto  Rico 

1  14 

3 

0 

0 

0 

0 

0 

Swap,  futures  and  forward  and  option  contracts  include  interest  rate,  foreign  exchange,  and  commodities  and  equities  contracts 
Mote  Preliminary  end-of-quarter  data  Zeros  indicate  amounts  of  less  than  $500,000 


Outstanding  balances,  credit  cards  and  related  plans  of  national  banks,  by  state,  September  30,  1993 

(Doilar  amounts  in  thousands) 


Total 

number  of 
national  banks 

Credit  cards  and  other 
related  credit  plans 

Number  of 
national  banks 

Outstanding 

volume 

All  national  banks 

3,387 

2,132 

$83,951,061 

Alabama 

50 

30 

487,836 

Alaska . 

4 

3 

53,417 

Arizona . 

14 

13 

2,643,873 

Arkansas . 

77 

31 

207,926 

California . 

143 

129 

9,855,043 

Colorado  . 

155 

137 

1,735,459 

Connecticut . 

1 1 

9 

172,01 1 

Delaware  . 

16 

16 

18,168,962 

District  of  Columbia . 

18 

14 

146,004 

Florida . 

142 

82 

2,829,745 

Georgia . 

76 

56 

3,318,755 

Hawaii . 

2 

2 

3,583 

Idaho . 

6 

6 

128,345 

Illinois . 

294 

176 

1,470,994 

Indiana  . 

64 

58 

941,390 

Iowa  .  .  . 

86 

60 

1,078,720 

Kansas  . 

141 

46 

362,867 

Kentucky  . 

83 

47 

171,256 

Louisiana  .  . 

42 

21 

476,553 

Maine  . 

7 

6 

34,137 

Maryland  . 

23 

19 

908,629 

Massachusetts  . 

24 

18 

364,1  14 

Michigan  . 

51 

39 

549,867 

Minnesota . 

146 

114 

595,697 

Mississippi . 

27 

13 

102,942 

Missouri . 

73 

51 

614,353 

Montana . 

32 

22 

245,576 

Nebraska . 

104 

52 

1,580,1 10 

Nevada  . 

7 

5 

5,588,808 

New  Hampshire . 

7 

5 

1,375,394 

New  Jersey . 

42 

36 

666,31 1 

New  Mexico . 

34 

20 

146,533 

New  York  . 

78 

57 

6,338,173 

North  Carolina . 

14 

14 

420,441 

North  Dakota . 

28 

22 

94,400 

Ohio . 

121 

95 

6,629,818 

Oklahoma  . 

138 

60 

102,553 

Oregon  . 

7 

7 

1,447,745 

Pennsylvania  . 

136 

89 

1,023,777 

Rhode  Island  . 

3 

2 

143,707 

South  Carolina . 

27 

27 

200,262 

South  Dakota . 

19 

12 

5,323,284 

Tennessee  . 

44 

24 

721,556 

Texas  . 

516 

194 

874,077 

Utah . 

8 

6 

192,841 

Vermont  . 

9 

7 

62,664 

Virginia 

40 

26 

376,286 

Washington . 

20 

19 

1 ,94 1 .589 

West  Virginia . 

62 

27 

103  629 

Wisconsin . 

94 

89 

898.495 

Wyoming  .  .  .  . 

21 

18 

14,573 

Puerto  Rico .  . 

1 

1 

15,981 

Note:  Preliminary  end-of-quarter  data 
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Consolidated  foreign  and  domestic  loans  and  leases  past  due  at  national  banks,  by  state,  September  30,  1993 

(Dollar  amounts  in  millions) 


Number 

of 

banks 

Type  of  loan 

All  real 
estate 

Commerical  and 
industrial" 

Personalf 

Leases 

Other 

loanst 

Total 

loans 

To  non-U  S 
addresses 

All  national  banks 

3,387 

$10,267.1 

$3,759  4 

$6,908  1 

$171.6 

$673  4 

$21,779  6 

$627.10 

Alabama 

50 

67.1 

22  6 

54.1 

0.4 

3.2 

147  4 

0  00 

Alaska 

4 

26.5 

7  6 

6.7 

0.0 

1.9 

42  7 

0  00 

Arizona 

14 

58.0 

17  6 

161  4 

3.9 

5.4 

246  3 

0  68 

Arkansas 

77 

416 

18.0 

21.6 

0.1 

1.2 

82  5 

0  00 

California 

143 

1,897  6 

475  9 

531  0 

9  3 

912 

3,005  0 

37  02 

Colorado 

155 

85  1 

44  3 

65  7 

0.3 

4.1 

199  5 

0  00 

Connecticut 

1 1 

215  4 

57  9 

39  5 

0.0 

196 

332  4 

0  00 

Delaware 

16 

8.9 

3  8 

589  8 

1.0 

0.0 

603  4 

0  00 

District  of  Columbia 

18 

67.3 

20  9 

7.7 

0  1 

1  1.3 

107.3 

25  88 

Florida 

142 

542  8 

122  2 

178  3 

0.6 

9.0 

852  9 

2  94 

Georgia 

76 

185.5 

150  3 

94  8 

1.5 

7.2 

439  4 

0  00 

Hawaii . 

2 

1.9 

1.3 

0.2 

00 

0.0 

3  5 

0  00 

Idaho 

6 

15  1 

3.9 

130 

0.0 

1  0 

32  9 

0  00 

Illinois 

294 

442.7 

241  9 

169  7 

0.2 

20.5 

875  0 

0.00 

Indiana 

64 

223  9 

97.8 

236.0 

2.3 

17  4 

577  4 

0  00 

Iowa . 

86 

34.9 

42  2 

51.1 

0.0 

0.9 

129.2 

0  00 

Kansas  . 

141 

36  8 

32.1 

24  4 

0.9 

3.6 

97.7 

0.00 

Kentucky 

83 

88.0 

46  0 

54.9 

1.8 

1.6 

192.3 

0.00 

Louisiana 

42 

49.0 

27  6 

66  5 

0.2 

1.4 

144  7 

0  00 

Maine 

7 

18  5 

2.3 

3.5 

0.0 

0.0 

24  3 

000 

Maryland  . 

23 

86  4 

28.0 

35  6 

0.8 

3.7 

154  5 

0.00 

Massachusetts  . 

24 

381.0 

128  4 

56.3 

0.8 

12.5 

579  0 

6  23 

Michigan  . 

51 

267.3 

92.2 

94  8 

5.9 

7.0 

467.3 

0  00 

Minnesota 

146 

126.1 

82.5 

49  9 

5.3 

3.9 

267  6 

0.00 

Mississippi . 

27 

33  9 

15  9 

19.5 

0.1 

0.9 

70  4 

0.00 

Missouri 

73 

98  9 

97  4 

48.9 

0.5 

2.6 

248  3 

0  00 

Montana 

32 

6.1 

110 

13  2 

0.0 

2.1 

32  4 

0  00 

Nebraska 

104 

212 

23  0 

711 

0.0 

2.4 

1 17.8 

0  00 

Nevada  . 

7 

1  1.2 

2.8 

348  6 

0.0 

1.1 

363.7 

0  00 

New  Hampshire . 

7 

7.4 

1.8 

36  5 

0.0 

0.0 

45.8 

0.00 

New  Jersey . 

42 

1,034  3 

341.7 

132  9 

7.2 

44.5 

1,560  7 

0.00 

New  Mexico . 

34 

33  5 

13.4 

18  4 

0.1 

0  1 

65  5 

0  00 

New  York 

78 

1,681.9 

460.4 

1,179.5 

41.5 

247.3 

3,610.5 

542  60 

North  Carolina  . 

14 

116  5 

43.5 

41.9 

1.3 

4.6 

207  9 

1.53 

North  Dakota 

28 

7.1 

8.1 

9.4 

0.1 

2.7 

27  4 

0  00 

Ohio 

121 

397  7 

173  7 

544.0 

8.6 

8.2 

1,132.3 

0  00 

Oklahoma 

138 

43.6 

34.7 

27  9 

0.0 

3.4 

109  5 

0.00 

Oregon 

7 

35.8 

5.5 

35.4 

13  8 

1.6 

92.1 

0  00 

Pennsylvania 

136 

555  9 

212.1 

284  5 

27  2 

72.1 

1,151.7 

2  28 

Rhode  Island 

3 

80.1 

412 

21.3 

26  4 

3.9 

172  9 

0  00 

South  Carolina 

27 

90  0 

32  3 

29  3 

0.7 

0.7 

153  0 

0  00 

South  Dakota 

19 

9.6 

34  3 

835  0 

0.1 

3.4 

882.5 

0  00 

Tennessee 

44 

151  9 

55  1 

85  6 

1.4 

3.3 

297  4 

0  00 

Texas 

516 

418  0 

203  2 

264  9 

0  6 

19  9 

906  6 

5  90 

Utah  . 

8 

22  4 

118 

14.4 

0.2 

1.3 

50.1 

0  00 

Vermont . 

9 

19  9 

10  0 

3.7 

0.0 

0.3 

33  9 

0  00 

Virginia 

40 

96  6 

33  5 

59  7 

0.6 

2.1 

192.5 

0  00 

Washington . 

20 

157  7 

40  6 

73  8 

2.3 

7.8 

282  3 

205 

West  Virginia 

62 

46  5 

19  7 

36  2 

0.0 

0.2 

102  6 

0  00 

Wisconsin 

94 

106  2 

59.9 

57  4 

3.3 

9.0 

235  9 

0  00 

Wyoming 

21 

3.9 

4  1 

5.4 

0.0 

0.2 

13  6 

0  00 

Puerto  Rico 

1 

119 

1.5 

3.4 

0.0 

0.0 

16  7 

0  00 

'For  banks  with  assets  of  less  than  $300  million,  this  category  captures  commercial  (time  and  demand)  and  all  other  loans 
|For  banks  with  assets  of  less  than  $300  million,  this  category  captures  installment  loans  and  credit  cards  and  related  plans 
tDoes  not  include  banks  with  assets  of  less  than  $300  million 
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Percent  of  loans  past  due,  by  asset  size  of  national  banks,  September  30,  1993 * 


Less 

than 

$300M 

$300M 

to 

$1B 

$1B 

to 

$  tOB 

Greater 

than 

$10B 

All 

national 

banks 

Real  estate 

December  1992  ....  .  . 

1.94 

1  80 

2  37 

2  91 

2  50 

March  1993 

2.09 

1  82 

2  39 

2  61 

2  37 

June  1993 

1.71 

1.58 

2  05 

2  25 

2  04 

September  1993  .  .  . 

1.68 

1.49 

2.05 

2.21 

2  00 

Commercial  and  industrial! 

December  1992  . 

3.54 

2  41 

1.46 

1.08 

1  37 

March  1993 

4  44 

2  83 

1.67 

1.10 

1  48 

June  1993 

3  39 

2  48 

1.73 

0  74 

1.20 

September  1993  . 

3.26 

2.34 

1.37 

0.78 

1.1  1 

Personal! 

December  1992  . 

2  69 

2  41 

3  82 

3  23 

3  30 

March  1993  . 

2.47 

2  30 

3  61 

3.15 

3.16 

June  1993  . 

2.35 

2  18 

3.37 

2  91 

2  95 

September  1993  . 

2.31 

2.22 

3  36 

2.67 

2  86 

Leases 

December  1992  .  . 

2.01 

1.27 

1.95 

1.00 

1.29 

March  1993 

2.08 

1.23 

1  45 

0  67 

0  93 

June  1993  . 

181 

1.00 

1.32 

0  55 

0  79 

September  1993  . 

1.45 

0.86 

1.06 

0.54 

0  71 

Other  loans 

December  1992  . 

N/M 

0  38 

0.83 

1.06 

0.91 

March  1993  . 

N/M 

0  46 

0.75 

0  67 

0  64 

June  1993  . 

N/M 

0  33 

0.77 

0  38 

0  43 

September  1993  . 

N/M 

0  51 

0.77 

0  54 

0  56 

Total  loans 

December  1992  . 

2.15 

1.98 

2  43 

2  08 

2.17 

March  1993  . 

2.37 

2  04 

2.43 

1.90 

2.09 

June  1993  . 

1.93 

1.82 

2.24 

1.57 

1.80 

September  1993  . 

1.87 

1.74 

2.15 

1.55 

1.76 

'Past  due  loans  in  each  category  are  stated  as  a  percentage  of  loans  outstanding  of  that  type 

fFor  banks  with  assets  of  less  than  $300  million,  this  category  captures  commercial  (time  and  demand)  and  all  other  loans 
tFor  banks  with  assets  of  less  than  $300  million,  this  category  captures  installment  loans  and  credit  cards  and  related  plans. 
Note  Preliminary  end-of-quarter  data. 

N/M  =  Not  meaningful 
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